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SUMMARY 

A  just  completed  study  by  the  Research  Department  of  the 
Boston  Redevelopment  Authority  finds  that,  from  the  point  of 
view  of  tax  revenue  benefits  and  public  costs.  Park  Plaza  would 
make  an  important  contribution  to  the  fiscal  health  of  the  City 
of  Boston,  very  substantially  greater  than  that  provided  by 
Parcels  A,  B,  &  C  without  Park  Plaza. 

Net  tax  revenue  benefits  to  the  city  would  range  from 
$43  million  to  $102  million,  over  the  50  year  projected  period 
of  acquisition,  construction,  completion,  and  useful  life  of 
the  project,  measured  in  terms  of  discounted  present  value. 
The  projected  net  tax  benefit  yield  would  vary  in  accordance 
with  the  inclusion  of  indirect  benefits  and  costs,  as  well  as  the 
assumption  on  tax  yield. 

Without  Park  Plaza,  net  tax  revenue  benefits,  over  the 
same  period,  would  be  very  substantially  less,  -  varying  from 
$9  million  to  $17  million,  in  terms  of  discounted  present  value. 

In  the  first  year  after  completion,  scheduled  for  1983, 
Park  Plaza  will  provide  net  tax  revenue  yields,  to  the  city, 
ranging  from  $3.5  to  $8  million.   This  net  yield  contrasts  with 
that  of  only  $0.5  million  produced  by  Parcels  A,  B,  &  C  at  the 
present  time. 
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Even  in  the  period  of  property  acquisition,  construction, 
and  completion,  1974-1983,  Park  Plaza  will  yield  substantial 
net  additional  tax  revenue  benefits  to  the  City  of  Boston,  over 
and  above  the  anticipated  return  of  Parcels  A,  B,  &  C  without 
Park  Plaza.   Under  the  development  strategy  for  Park  Plaza,  the 
yield  of  property  taxes  on  new  construction  will  much  more  than 
compensate  for  the  declining  tax  payments  on  existing  properties 
as  structures  are  demolished. 

Park  Plaza  would  provide  a  large  spin-off  of  net  tax  revenue 
benefits  to  the  state. 

Park  Plaza  would  be  doubly  innovative.   It  would  demonstrate 
the  feasibility  of  urban  redevelopment  without  Federal  funds 
for  land  cost  write-down,  and  it  would  show  that  this  could  be  done 
while  advancing  net  tax  revenue  benefits  to  the  City. 

Park  Plaza  is  designed  to  capture  some  of  the  prospective 
State  and  metropolitan  region  growth  in  jobs,  income,  popula- 
tion and  housing  for  the  City,  thereby  reinforcing  the  process 
of  revitalization  underway  for  a  decade  now.   Park  Plaza  is  a 
key  part  of  a  larger  downtown  Plan,  and,  because  of  its  prime 
location,  has  an  important  sequential  role.   A  non-urban 
renewal  "build"  alternative  would,  at  best,  yield  only  one-third 
of  the  net  revenue  benefits  of  Park  Plaza.   Even  so,  such  an 
alternative  is  unrealistic  in  view  of  (1)  the  history  of 
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lack  of  new  investment  interest  on  the  part  of  present  owners, 
(2)  the  long-term  decline  in  property  values  in  the  project 
area,  and  (3)  the  deteriorating  blighted  condition.   Through 
its  contribution  to  growth  in  jobs,  income  and  housing.  Park 
Plaza  would  advance  the  mobility  and  di oice  of  Boston's  low 
and  moderate  income  families. 
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I.  SUMMARY  OF  FINDINGS,  AND  STUDY  DESIGN 

The  proposed  Park  Plaza  Urban  Redevelopment  Project 
will  entail  public  service  and  facilities  costs,  increase 
the  City's  indebtedness  and  affect  its  debt  servicing 
capacity.   It  will  generate  direct  and  indirect  require- 
ments for  services  and  facilities  beyond  the  public 
improvements  for  Park  Plaza  itself. 

Tax  revenue  benefits,  on  the  other  hand,  will  also 
range  well  beyond  the  increase  in  the  property  tax 
yield.   These  will  include  revenues  to  Boston  derived 
from  the  tax  on  retail  sales  in  Park  Plaza  shops,  the 
tax  on  the  personal  income  of  Park  Plaza  residents  and 
workers,  the  tax  on  business  income  of  Park  Plaza  enter- 
prises, and  various  other  taxes  applicable  in  the  con- 
struction phase  and  after.   There  would  also  be  the  in- 
crement in  revenue  generated  indirectly  by  the  impact  of 
Park  Plaza  on  the  Boston  economy. 
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The  Study  Design 

To  assess  the  impact  of  Park  Plaza  on  public  costs 
and  tax  revenue  benefits,  several  types  of  comparisons 
would  be  desirable.   We  would  want  to  know  the  public 
costs  and  tax  revenue  benefits  of  Parcels  A,  B,  and  C  in 
197  3,  before  Park  Plaza.   We  would  want  to  know  the 
benefits  and  costs  in  the  first  year  after  completion 
of  Park  Plaza  (1983) .   We  would  want  to  know  the  present 
value  (in  1973)  of  the  incremental  stream  of  public  costs 
and  tax  revenue  benefits  through  the  entire  period  of 
the  planned  schedule  of  property  acquisition,  clearing, 
construction,  completion,  and  the  projected  useful  life 
of  the  project,  spanning  the  years  1974-2023.   We  would 
want  to  compare  this  with  the  present  value  of  the  tax 
revenue  benefits  and  public  costs  of  Parcels  A,  B,  and  C, 
without  Park  Plaza,  over  the  50-year  period  1974-2023. 

We  would  want  to  know  the  year-by-year  incremental  pat- 
tern of  tax  revenue  benefits  and  public  costs  in  the  period 
of  acquisition,  clearing,  construction,  and  completion,  1974- 
83.   We  would  want  to  know  the  interface  between  the  decline 
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in  property  tax  yield  as  existing  structures  are  demol- 
ished, and  the  rise  in  yield  as  construction  and  completion 
proceed. 

We  would  want  -to  express  the  incremental  stream  of 
tax  revenue  benefits  and  public  costs,  over  the  50-year 
time  span,  in  terms  of  present  value,  discounting  the 
future  stream  at  a  normal  rate  of  return  on  investment 
(6  percent) ,  because  the  City,  in  effect,  will  be  invest- 
ing in  Park  Plaza,  and  this  investment  must  be  compared 
with  the  alternative  of  no  new  investment.   It  would  not 
be  proper,  for  example,  to  compare  the  higher  tax  benefit 
yield  of  Park  Plaza  in  202  3,  with  the  lower  yield  without 
Park  Plaza,  without  discounting  both  to  reflect  present 
value.   And  since  there  is  a  degree  of  uncertainty  on 
projected  occupancy  rates  and  gross  rental  income,  we 
would  want  to  consider  a  range  of  tax  yields. 

We  would  want  to  know,  in  some  detail,  the  direct 
public  costs  of  Park  Plaza,  as  well  as  its  share  of  general 
municipal  government  costs. 

We  would  want  to  know  the  relationship  between  the 
financing  of  the  special  project  improvements  of  Park 
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Plaza,  and  the  developer's  payment  to  the  City. 

We  would  want  to  know  about  the  tax  benefits  and 
public  costs  to  the  State. 

This  report  presents  a  comparative  analysis  of  the 
public  costs  and  tax  revenue  benefits  of  Park  Plaza, 
and  examines  the  questions  outlined  above. 

Net  Tax  Revenue  Benefits,  With  and  Without,  Before  and 
After  Park  Plaza 

In  summary,  the  study  finds  that,  from  the  point  of 
view  of  the  revenue  benefits  and  public  costs.  Park  Plaza 
would  make  an  important  contribution  to  the  fiscal  health 
of  the  City  of  Boston,  very  substantially  greater  than 
that  provided  by  Parcels  A,  B,  and  C  without  Park  Plaza. 

Net  tax  revenue  benefits  to  the  City,  after  deduction 
of  public  costs,  would  range  from  $43  million,  when  direct 
costs  and  benefits  are  considered,  in  the  case  of  middle 
range  tax  yield  assumptions,  to  $102  million,  when  direct 
and  indirect  costs  and  benefits  are  measured,  together 
with  a  higher  level  tax  yield  assumption,    over  the 
entire  period  of  acquisition,  construction,  completion, 
and  useful  life  of  the  project,  1974-2023,  all  measured 
in  terms  of  1973  present  value.   See  Chart  1  and  Table  I-l. 
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Without  Park  Plaza,  net  tax  revenue  benefits,  from 
Parcels  A,  B,  and  e,  over  the  same  period,  would  be  very 
substantially  less,  -  totalling  only  $17  million,  in  the 
case  of  direct  costs  and  benefits,  and  $9  million,  when 
indirect  costs  are  added. 

In  1973,  Parcels  A,  B,  and  C  will  produce  a  negligible 
net  tax  revenue  benefit  of  $1.1  million,  when  direct  public 
costs  are  deducted,  and  only  $0.5  million  when  indirect 
costs  for  general  municipal  government  are  included. 

In  contrast,  in  the  first  year  after  completion, 
scheduled  for  1983,  Park  Plaza  will  provide  net  tax  re- 
venue yields  to  the  City  of  Boston,  over  and  above  public 
costs,  ranging  from  $3.5  million,  in  the  case  of  direct 
benefits  and  costs,  and  middle  range  tax  yield  assumptions, 
to  $8.1  million,  when  direct  and  indirect  benefits  and 
costs  are  measured,  and  a  higher  level  tax  yield  is 
assumed. 
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Table  I-l 

PARK  PLAZA; 

PUBLIC  COSTS  AND  TAX  REVENUE  BENEFITS 

TO  THE  CITY  OF  BOSTON 

SUMMARY 


Tax 
Public      Revenue  Net 

Costs     Benefits        Benefits 


(Millions  of  Dollars 
at  1973  Prices) 

I.  Park  Plaza  (Parcels  A,B,  &  C) 
1973 
Direct  $  .9         $2.0  $1.1 

Direct  &  Indirect  1.5  2.0  0.5 


II.  Park  Plaza  1983,  Projected 

First  Year  After  Completion 
Direct 

Tax  Yield  A  3.6  7.1  3.5 

Tax  Yield  B  3.6  9.0  5.4 

Direct  &  Indirect 

Tax  Yield  A  6.0  12.2  6.2 

Tax  Yield  B  6.0  14.1  8.1 


III.  Parcels  A^  B  &  C   Present  Value 
of  Costs  and  Benefits  over  50 
Year  Period  1974-2023  Without 
Park  Plaza 
Direct  14.8  31.8  1 7. 0 

Direct  &  Indirect  23.0         31.8  8.8 


IV.  Park  Plaza,  Present  Value  of 
Costs  and  Benefits  through 
Entire  Period  of  Acquisition, 
Clearing,  Construction,  Com- 
pletion, and  Useful  Life  of 
Project,  1974-2023 
Direct* 

Tax  Yield  A  46.3  89.5  43.2 

Tax  Yield  B  46.3         111.0  64.7 

Direct  and  Indirect* 


46.3 

89.5 

46.3 

111.0 

69.0 

149.3 

69.0 

170.8 

Tax  Yield  A  69.0         149.3  80.3 

Tax  Yield  B  69.0         170.8  101.8 


*  Includes  present  value  of  developer's  payment  to  the 
City  of  Boston. 
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Sources  and  Methods: 

Direct  Public  Costs  -  Those  directly  associated  with 

the  public  cost  of  Park  Plaza  as  a  place  to  live, 
work  and  shop,  including  public  operating  and 
capital  costs  for  public  housing,  education,  health 
service,  police  protection,  fire  protection,  parks, 
cultural  services,  solid  waste  system,  water  supply, 
sewerage,  public  transit,  and  public  surface 
transportation  system. 

Indirect  Public  Costs  -  Park  Plaza  share  of  the  current 
and  capital  costs  of  municipal  government  for  the 
City  as  a  whole,  over  and  above  direct  costs. 

See  Chapters  II,  IV,  V,  VII,  VIII  and  IX. 

Direct  Public  Benefits  -  The  tax  revenue  yield  to  the 
City  of  the  property  tax,  and  the  City's  share  of 
the  State  tax  on  sales,  meals,  and  room  occupancy, 
and  on  personal  income  and  business  income. 

Indirect  Public  Benefits  -  The  increment  in  property 
tax  yield  arising  from  the  effect  of  Park  Plaza 
in  increasing  property  values  in  the  adjacent 
neighborhoods;   and  the  City's  share  of  the  in- 
crement in  the  State  personal  income  and  business 
income  tax  yield  generated  indirectly  by  Park 
Plaza  residents  and  workers. 

See  Chapters  ill,  V,  VI,  VIII  and  IX. 

Present  Value  -  The  value  in  1973  of  the  incremental 
stream  of  public  costs  and  tax  revenue  benefits 
over  the  50-year  period,  1974-2023,  discounted 
at  6  percent.   The  50-year  period  includes  the 
phases  of  acquisition,  clearing,  construction  and 
completion  of  Park  Plaza  Parcels  A,B,  &  C,  through 
1982,  and  the  projected  40  years  of  useful  life  of 
the  project. 

See  Chapters  V,  VI,  &  VII. 

Tax  Yield  A  -  Assumes  a  property  tax  yield,  in  first 
year  after  completion,  in  1983,  of  $5.6  million; 
see  Chapters  III  &  VI. 

Tax  Yield  B  -  Assumes  a  property  tax  yield,  in  first 
year  after  completion,  in  1983,  of  $7.5  million; 
see  Chapters  III  &  VI. 
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Furthermore,  with  Park  Plaza,  the  City  of  Boston  will 
enjoy  a  significantly  higher  ratio  of  benefits  to  costs. 

While  the  ratio  of  direct  and  indirect  benefits  to  costs 
of  Parcels  A,  B,  aijd  C,  to  the  City,  will  be  1.3  in  1973, 
and  1.4  over  the  50-year  period,  1974-2023,  it  will  rise  to 
a  range  of  2.0  to  2.3  in  1983,  with  Park  Plaza,  and  a  range 
of  2.2  to  2.5  over  the  full  period  of  acquisition,  con- 
struction, completion  and  useful  life. 

The  conservative  nature  of  the  tax  revenue  benefit 
projections  merit  a  special  note.   The  calculations  make 
no  provision  for  any  increase  in  the  productivity  of  the 
income  generating  property  in  terms  of  expanding  tax 
yields  measured  in  dollars  of  constant  value. 

The  Incremental  Stream  of  Tax  Revenue  Benefits  and 
Public  Costs 

Even  in  the  period  of  property  acquisition,  construction, 
and  completion,  1974-1983,  Park  Plaza  will  produce  substantial 
net  additional  tax  revenue  benefits  to  the  City  of  Boston,  over 
and  above  the  anticipated  net  yields  of  Parcels  A,  B,  and  C 
without  Park  Plaza.   Over  the  period  1974-83,  the  net  tax 
revenue  benefits,  after  deduction  of  costs,  would  range  from 
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$32  million  to  $43  million,  under  middle  range  and  higher 
level  tax  yield  assumptions,  and  alternate  methods  of 
calculating  cost-   See  Chart  2  and  Table  1-2.   In  con- 
trast. Parcels  A,  B,  and  C,  without  Park  Plaza,  would 
yield  a  net  tax  revenue  benefit  of  only  $5  million,  over 
the  10-year  period,  and  only  $11  million,  if  only  direct 
costs  are  taken  into  account. 

Under  the  cost  calculation  method  used  in  the  present 
study,  whereby  the  full  cost  of  special  project  improve- 
ments are  charged  to  the  year  in  which  they  occur,  public 
costs  would  exceed  tax  revenue  benefits  in  only  one  year, 
-  1975.   Under  an  alternate  method  for  calculating  costs, 
whereby  debt  service  on  special  project  improvements  are 
charged  (in  place  of  the  project  improvement  cost) ,    the 
way  in  which  the  cost  would  actually  appear  in  the  City 
budget,  benefits  would  significantly  exceed  costs  in  each 
year  of  the  1974-83  period  of  property  acquisition, 
construction  and  completion. 
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The  Incremental  Stream  of  Tax  Revenue  Benefits 

In  the  case  of  direct  tax  revenue  benefits  alone, 
during  the  period  of  acquisition,  construction,  and  com- 
pletion, there  would  be  a  dip  in  tax  yields  in  the  years 
1975  and  1975  only,  reflecting  the  hiatus  between  demo- 
lition of  existing  structures  and  new  construction.   See 
Chart  3.   The  flow  of  tax  revenue  benefits  will  be  sus- 
tained and  expanded  by  several  factors.   Buildings  will 
be  demolished  and  land  cleared  in  phases  (described 
below)  closely  timed  with  new  construction  plans. 
Existing  property  will  continue  to  generate  tax  revenues 
until  the  buildings  are  acquired  for  demolition.   There- 
after, taxes  will  be  paid  on  the  land.   Once  new  construction 
is  completed,  property  taxes  will  be  paid  on  each  new 
structure  in  accordance  with  the  provisions  of  Massachusetts 
Law  121a.   As  new  construction  proceeds  through  the  six 
phases  of  development  of  Park  Plaza,  tax  yields  will  rise 
dramatically  because  of  the  high  income  generating  quality 
of  Park  Plaza  and  its  component  stages. 

Tax  revenue  benefits,  direct  and  indirect,  have  been 
calculated  for  each  year  of  the  acquisition,  construction. 


CHART    3 

PARK   PLAZA 

INCREMENTAL  STREAM  OF  TAX  REVENUE  BENEFITS 
TO  THE  CITY  OF  BOSTON 


(THOUSANDS   OF  DOLLARS 
AT    1973    PRICES) 
15,000 


10,000- 
9,000- 
8,000- 
7,000- 

6,000- 


DIRECT  AND   INDIRECT 
TAX   REVENUE   BENEFITS 


DIRECT   TAX    BENEFITS 

PROPERTY  TAXES  ♦ 
NDIRECT  TAX    BENEFITS 


SALES,  MEALS  AND  HOTEL 

OCCUPANCY  tax; 

PERSONAL    INCOME   TAX; 
BUSINESS    INCOME   TAX 


♦ASSUMES   MIDDLE     RANGE 
TAX   YIELD 


.  i'  ,  I — n — n — n — n — tt — n — n    n 

1973  74    75    76    77    78    79    80     81     82    83 


source:  TABLE3ZI-I 


BOSTON    REDEVELOPMENT  AUTHORITY 
RESEARCH  DEPARTMENT 
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completion,  and  useful  life  phases  of  Park  Plaza.   The 
calculations,  and  the  estimating  method  by  which  they 
were  derived,  are  described  in  detail  in  Chapters  ill 
and  VI,  and  only  some  salient  features  of  results  and 
method  will  be  noted  here.   The  phasing  out  of  the  yield 
of  the  old,  and  the  phasing  in  of  the  new,  has  already 
been  noted.   Property  tax  yields  begin  to  rise,  above 
present  levels,  in  1977.   In  the  first  year  after  completion 
of  Park  Plaza,  in  1983,  property  tax  yields  are  projected 
at  $5.6  million,  under  middle  range  tax  yield  assumptions, 
and  at  $7.5  million,  with  a  higher  level  of  tax  yield 
assumed.   The  assumptions  and  their  base  are  described  in 
Chapters  III  and  VI. 

For  the  calculation  of  the  yield  of  the  state  sales, 
meals  and  hotel  occupancy  tax,  detailed  projections  of 
sales  and  hotel  occupancy  were  made.   For  the  yield  on 
the  state  personal  income  tax,  the  number  of  residents 
and  workers,  and  their  distribution  by  levels  of  income, 
were  made.   For  the  yield  on  the  state  taxes  on  business 
income,  the  value  added  and  net  taxable  income  of 
business  enterprises  was  projected. 
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For  the  calculation  of  Boston's  share  in  these 
state  tax  yields,   it  was  assumed  that  Boston  would  re- 
ceive 15  percent  of  the  state  sales  tax  and  occupancy- 
tax,  which  represents,  approximately,  Boston's  present 
share  of  state  aid,  as  well  as  the  share  of  state  sales 
taxes  Boston  generates.   It  was  also  assumed  that  Boston 
would  receive  11  percent  of  the  state  taxes  on  personal 
income  and  business  income,  in  the  form  of  state  aid; 
this  percentage  represents  Boston ' s  shares  of  the  state 
population. 

For  the  calculation  of  indirect  tax  revenue  yield, 
the  impact  of  Park  Plaza  on  the  City's  economy  was  estim- 
ated.  In  the  case  of  property  tax  yields,  account  was 
taken  of  the  effect  of  earlier  urban  redevelopment 
projects  (Prudential  Center)  on  the  market  value  and 
assessed  value  of  properties  in  adjacent  neighborhoods. 
In  the  case  of  the  impact  of  the  income  of  Park  Plaza 
residents  and  workers,  and  the  value  added  by  Park  Plaza 
enterprises   on  the  City's  economy  and  related  tax  yields, 
inter-industry  coefficients  of  direct  and  indirect  effect 
of  growth  in  income  and  value  added,  prepared  by  the 
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U.S.  Bureau  of  Economic  Analysis,  were  utilized  and 
applied.   Boston's  share  in  these  yields  were  derived  as 
described  above.   The  detailed  calculations,  and  the 
sources  and  methods,  are  fully  described  in  Chapters 
III  and  VI. 

Of  the  direct  and  indirect  tax  revenue  yield  to 
the  City  of  Boston,  in  the  first  year  after  completion, 
1983,  under  middle  range  property  tax  yield  assumptions, 
calculated  at  $12.2  million  (in  dollars  of  constant 
value  at  1973  prices),  $5.6  million  represents  the 
direct  yield  of  the  property  tax,  (with  the  current  tax 
rate),  $4.4  million  is  the  indirect  yield  arising  from 
the  growth  in  market  value  and  assessed  value  of  property 
in  adjacent  neighborhoods,  and  the  remaining  $2.2  million 
is  made  up  of  Boston's  share  of  the  direct  and  indirect 
yield  of  state  taxes. 

The  high  tax  yield  of  Park  Plaza,  and  the  resultant 
high  net  revenue  yield  after  deduction  of  public  costs, 
come  as  no  surprise  since  Park  Plaza,  in  comparison  with 
other  city  neighborhoods  and  project  areas,  is  character- 
ized by  lower  citizen  costs  and  higher  citizen,  worker 
and  business  income. 
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Planned  Schedule  of  Acquisition,  Construction,  Completion, 
and  Entry  into  Tax  Rolls,  by  Stage 

Critical  to  the  estimation  of  public  costs  and  tax 
revenue  benefits  is- the  planned  schedule  of  acquisition, 
construction,  completion,  and  entry  into  tax  rolls  of 
Park  Plaza,  by  stage.   The  Cooperation  Agreement  between 
the  City  of  Boston  and  the  Boston  Redevelopment  Authority, 
executed  on  January  6,  1971,  describes  the  six  stages  of 
the  project  and  the  time  limits  for  their  execution.   For 
the  purposes  of  the  present  study  of  benefits  and  costs, 
a  midway  point,  in  the  case  of  each  stage  and  its  time 
limit  range,  was  selected.   Based  on  this  schedule,  the 
entry  of  each  stage  of  the  Park  Plaza  project  onto  the 
City's  property  tax  rolls  was  estimated.   Allowance  has 
been  made  for  the  time  that  will  be  taken  in  litigation 
and  related  matters.   See  Table  1-4, 

The  hotel  and  parking  garage  is  scheduled  for  comple- 
tion by  July  1977  and  will  enter  the  property  tax  rolls 
on  January  1978. 

The  first  residential  tower  and  the  first  portion  of 
the  retail  arcade  are  scheduled  for  completion  by  July  1978, 
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PARK  PLAZA; 
PLANNED  SCHEDULE  OF  ACQUISITION,  CONSTRUCTION,  CC»1PLETICN  AND 

ENTRY  INTO  TAX  ROLLS,  BY  STAGE 

Stages  Project 

By  Month  Completion 

And  Year  Dates 


STAGE  1  July  1977 

Hotel  and  Parking  Garage 

Boston  Redevelopment  Authority 

Acquires  Land  January  1975 
Boston  Urban  Associates 

Acquires  Land  April  1975 
Boston  Urban  Associates  Begins 

Construction  July  1975 

First  Taxable  Year  January  1978 

Second  Taxable  Year  January  1979 

Third  Taxable  Year  January  1980 

Fourth  Taxable  Year  January  1981 

Fifth  Taxable  Year  January  1982 

Sixth  Taxable  Year  January  1983 

Seventh  Taxable  Year  January  1984 


STAGE  2  July  1978 

First  Residential  Tower  and 
First  Portion  of  Retail  Arcade 
(between  Charles  and  Hadassahway) 
Boston  Redevelopment  Authority 

Acquires  Land  July  1975 

Boston  Urban  Associates 

Acquires  Land  October  1975 

Boston  Urban  Associates  Begins 

Construction  January  1976 

First  Taxable  Year  January  1979 

Second  Taxable  Year  January  1980 

Third  Taxable  Year  January  1981 

Fourth  Taxable  Year  January  1982 

Fifth  Taxable  Year  January  1983 

Sixth  Taxable  Year  January  1984 

Residents :   1 , 000 
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Table  1-4  (Continued) 


Stages  Project 

By  Month         Completion 
And  Year  Dates 


STAGE  3  July  1979 

Retail  Arcade  and  Low  Rise 
Office  Space  (between  Hadassah 
Way  and  Arlington  St.) 
Boston  Redevelopment "Authority 

Acquires  Land  January  1977 

Boston  Urban  Associates 

Acquires  Land  April  1977 

Boston  Urban  Associates  Begins 

Construction  July  1977 

First  Taxable  Year  January  1980 

Second  Taxable  Year  January  1981 

Third  Taxable  Year  January  1982 

Fourth  Taxable  Year  January  1983 

Fifth  Taxable  Year  January  1984 

Residents:  1,000 

STAGE  4  April  1981 

Residential  Tower 
(Western  Portion  of  Parcel  3) 
Boston  Redevelopment  Authority 

Acquires  Land  October  1978 

Boston  Urban  Associates 

Acquires  Land  January  1979 

Boston  Urban  Associates  Begins 

Construction  April  1979 

First  Taxable  Year  January  1982 

Second  Taxable  Year  January  1983 

Third  Taxable  Year  January  1984 

Residents:  1,000  April  1981 


1-21 
Table  1-4  (Continued) 


STAGE  5 

Third  Residential  Tower 
(Eastern  Portion  of  Parcel  3 
to  include  low  to  moderate 
housing  for  elderly) 
Boston  Redevelopment "Authority 

Acquires  Land 
Boston  Urban  Associates 

Acquires  Land 
Boston  Urban  Associates 

Begins  Cons  truction 

First  Taxable  Year 
Second  Taxable  Year 
Residents:   1,000 

STAGE  6 

Office  Tower  (Parcel  1- 
Corner  of  Arlington  and 
Boylston  Sts. ) 
Boston  Redevelopment  Authority 

Acquires  Land 
Boston  Urban  Associates 

Acquires  Land 
Boston  Urban  Associates 
Begins  Construction 

First  Taxable  Year 
Second  Taxable  Year 
Residents : 

4,650  Total 

8,200  Total 

9,200  Total 

10,200  Total 

12,600  Total 


Stages 
By  Month 
And  Year 


July  1979 

October  1979 

January  1980 

January  1983 
January  1984 
April  1982 


April  1980 

July  1980 

October  1980 

January  1983 
January  1984 

January  1978 
January  1980 
January  1981 
January  1982 
January  1983 


Project 
Completion 
Dates 

April  1982 


October  1982 


Sources:   Tn  computing  the  timetable  for  Park  Plaza's  construction, 
it  was  assumed  that  the  review  process  timetable  of  5 
major  stages  would  be  completed  by  January  1975,  before 
first  stage  acquisition. 

The  development  schedule  for  the  various  stages  of  Park 
Plaza  is  based  on  Item  No.  8  of  the  Cooperation  Agreement 
between  the  City  of  Boston  and  the  Boston  Redevelopment 
Authority,  executed  on  January  6,  1971.   The  developmental 
schedulinq  is  based  on  a  halfwav  point  of  the  limits  outlined 
in  this  document  nnd  calls  for  a  completion  of  Stage  6  by 

October,  1982. 
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and  will  enter  the  tax  rolls  on  January  1979. 

The  remainder  of  the  retail  arcade  and  the  planned 
low  rise  office  space,  (Stage  3) ,  are  scheduled  for  com- 
pletion by  July  1979,  and  will  enter  the  tax  rolls  in 
January  1980. 

The  second  residential  tower  is  scheduled  for  com- 
pletion by  April  1981,  and  will  enter  the  tax  rolls  in 
January  1982. 

The  third  residential  tower  is  scheduled  for  comple- 
tion by  April  1982  and  will  enter  the  tax  rolls  in  January 
1983. 

The  office  tower  is  scheduled  for  completion  in 
October  1982  and  will  enter  the  tax  rolls  in  January 
1983. 

Upon  completion.  Park  Plaza  is  planned  to  have  3,000 
residents  and  9,600  workers,  in  comparison  with  its  present 
negligible  resident  population  of  41  persons,  and  1,500 
workers . 

Should  the  actual  schedule  vary,  the  projected  costs 
and  benefits  would  also  vary,  but  since  existing  structures 
would  not  be  demolished  and  land  cleared  until  each  phase 
of  construction  is  ready,  the  property  tax  hiatus  would 
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continue  to  be  minimal. 

Tax  Revenue  Benefits,  With  and  Without,  Before  and 
After  Park  Plaza 

Park  Plaza  will  yield  substantial  tax  revenue  benefits 
to  the  City  of  Boston,  -  in  the  acquisition,  construction, 
and  completion  phases,  and  throughout  its  projected  useful 
life.   But  to  properly  appreciate  the  significance  of  these 
benefits,  it  would  be  important  to  make  a  comparison  of  the 
present  discounted  value  of  tax  yields  through  the  period 
of  acquisition  and  useful  life  of  Park  Plaza,  with  the  50- 
year  yield  of  Parcels  A,  B,  and  C  without  Park  Plaza,  and 
to  compare  the  estimated  yield  in  1973,  with  the  projected 
yield  in  the  first  year  after  completion  of  Park  Plaza, 
1983. 

If  Park  Plaza  proceeds  in  accordance  with  the  planned 
schedule,  the  discounted  present  value  of  tax  revenue  benefits  to 
the  City   from  acquisition  through  completion  and  useful 
life,  1974-2023,  would  total  $146  million,  under  middle 
range  tax  yield  assumptions,  and  $167  million,  with  higher 
level  tax  yields.   See  Table  1-5.   Tax  revenue  generated 
directly  would  amount  to  $86  million  and  $108  million, 
respectively,  in  accordance  with  the  alternative  tax  yield 
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Table  1-5 

PARK  PLAZA; 
TAX  REVENUE  BENEFITS  TO  THE  CITY  OF  BOSTON 
AND  THE  STATE 
SUMMARY 
(Millions  of  Dollars  at  1973  Prices) 


Parcels 

A,B,    &  C 

1973 

Park 
Plaza 

1983 
Projected 
First 

Year 

After 
Completion 


Parcels 
A,B,  &  C 
Present 
Value  of 
Benefits 
Over  50-yr. 
Period 
1974-2023 
Without 
Park  Plaza 


Park  Plaza 
Present  Value 
of  Benefits 
Through  Entire 
Period  of 
Acquisition, 
Clearing, 
Construction, 
Completion, 
and  Useful 
Life  of 
Project, 
1974-2023 


I.  CITY  AND  STATE  TAX  REVENUE 
GENERATED 

A.  GENERATED  DIRECTLY 


Property  Tax 
Tax  Yield  A 
Tax  Yield  B 

Sales,  Meal  &  Hotel 
Occupancy  Tax 

Personal  Income  Tax 

Business  income  Tax 


|$1. 


.8 

$5.6 

f$28.4 

$68.8 

7.5 

C 

90.3 

.6 

2.7 

10.0 

36.1 

.8 

8.2 

12.9 

82,7 

.3 

2.3 

4.7 

26.2 

Sub-totals ; 

With  Tax  Yield  A 
With  Tax  Yield  B 

B.  GENERATED  INDIRECTLY 

Property  Tax 

Personal  Income  Tax 

Business  Income  Tax 

Sub -'total; 

C.  GENERATED  DIRECTLY  & 
INDIRECTLY 


I 


3.6 


18.8 
20.7 

4.4 

4.7 

1.9 

11.0 


^ 


56.0 


213,8 
235.3 

53.0 

47.1 

14.9 

115.0 


sub-totals ; 


With  Tax  Yield  A 
With  Tax  Yield  B 


{ 


3.6 


29.8 
31.7 


£5_6^ 


328.8 

350.3 
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Table  I-5  (Continued) 


Parcels 

Park 

A,B,  &  C 

Plaza 

Parcels 

Park 

Without 

Present 

A,B,  &  C 

Plaza 

Park 

Value 

1973 

1983 

Plaza 

1974-2023 

II.  BOSTON  SHARE  OF  CITY  AND 
STATE  REVENUE 

A.  GENERATED  DIRECTLY 

Property  Tax 
Tax  Yield  A 
Tax  Yield  B 

Sales,  Meal  &  Hotel 
Occupancy  Tax 

Personal  Income  Tax 

Business  Income  Tax 

Sub-totals ; 

With  Tax  Yield  A 
With  Tax  Yield  B 

B.  GENERATED  INDIRECTLY 
Property  Tax 
Personal  Income  Tax 
Business  Income 

Sub-Total; 

C.  GENERATED  DIRECTLY  AND 

INDIRECTLY 


e 


.8 

$5.6 
7.5 

r $28.4 

$68.8 

90.3 

.1 

.4 

1.5 

5.4 

.1 

.8 

1.4 

9.1 

.3 

.5 

2.9 

2.0 


7.1 
9.0 

4.4 
'  .7 


5.1 


{ 


31.8 


86.0 
107.7 


53 

.0 

5 

.2 

1 

.6 

59 

.8 

Sub-total : 


With  Tax  Yield  A 
With  Tax  Yield  B 


r"2.0 


12.2 
14.1 


t 


31.8 


146  .0 
167.5 


Sources  and  Methods: 

See  Chapters  II,  III,  V,  and  VI. 

See  also  Sources  and  Methods  citations  in  Table  I-l. 
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assumptions.   Property  tax  revenue  would  make  up  four- 
fifths  of  these  totals. 

Without  Park  Plaza,  Parcels  A,  B,  and  C,  over  the  50- 
year  span,  1974-2023,  would  yield  a  tax  revenue  total  of 
$32  million,  measured  in  terms  of  present  value.   In 
effect,  with  Park  Plaza,  the  City  would  gain  $114  million 
to  $13  5  million  more  than  it  would  obtain  without  Park 
Plaza. 

In  1973,  Parcels  A,  B,  and  C  will  produce  an  estimated 
$2  million  in  tax  revenue.   In  the  first  year  after  com- 
pletion, 1983,  Park  Plaza  will  produce  $12  to  $14  million 
in  tax  revenue  for  the  City  of  Boston,  representing  an  annual 
revenue  gain  of  $10  to  $12  million. 
The  Projected  Stream  of  Property  Tax  Payments 

The  planned  schedule  of  acquisition,  construction, 
completion  and  entry  into  tax  rolls  of  Park  Plaza,  by  stages, 
and  the  related  pairing  of  acquisition  and  clearing  with  new 
construction,  will  enhance  the  property  tax  yield  to  the 
City,  in  the  1974-83  period. 

Under  the  development  strategy  for  Park  Plaza,  the 
yield  of  property  taxes  on  new  construction  will  much  more 
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than  compensate  for  the  declining  yield  on  existing 
properties  as  structures  are  demolished.   Under  this 
strategy,  property  tax  payments  on  existing  properties 
are  projected  to  decline  gradually  from  a  level  of  $1.8 
million,  in  1974,  to  $275,000  in  1982  and  zero  in  1983. 
See  Chart  4  and  Table  1-6.   In  the  meantime,  taxes  on 
acquired  land  and  new  construction  begin  in  1977  and 
rise,  respectively,  to  $5.6  million  and  $7.5  million, 
in  198  3,  in  accordance  with  middle  range  and  higher 
level  tax  yield  assumptions. 

As  a  consequence,  the  tax  benefit  yield  of  Park 
Plaza,  in  the  period  1974-83,  would  exceed  that  of  Par- 
cels A,  B,  and  C,  without  Park  Plaza  by  $14  million, 
under  middle  range  tax  yield  assumptions,  and  by  $23 
million,  under  higher  level  tax  yields.   Property  tax 
payments  would  fall  below  the  present  yield  in  only  two 
years,  1975  and  1976,  and,  even  then,  the  property  taxes 
foregone  would  not  exceed  $650,000. 


o 


CHART    4 

PARK  PLAZA 

PROJECTED   STREAM  OF  PROPERTY  TAX   PAYMENTS  THROUGH 
ACQUISITION,  CLEARING,  CONSTRUCTION   AND  COMPLETION  PHASES 


(THOUSANDS    OF  DOLLARS 
AT    1973    PRICES) 
7,500 


total  projected 
property  tax 
payments: 
tax  yield  a 
tax  yield  b 


PROJECTED   TAXES  ON 
NEW    CONSTRUCTION 
UPON   COMPLETION 
OF   EACH   phase: 

TAX   YIELD  A 
TAX  YIELD  B 


TAXES  ON  EXISTING  PROPERTY; 
ASSUMES  TAXES  ON  LAND  ONLY 
WHEN   BUILDINGS  ARE  DEMOLISHED 


1973  "74  '75  '76  '77   '78    '79  '80    '81    '82    '83 


source:   TABLE  1-6 


BOSTON  REDEVELOPMENT   AUTHORITY 
RESEARCH    DEPARTMENT 
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Table  1-6 


PARK  PLAZA; 
PROJECTED  STREAM  OF  PROPERTY  TAX  PAYMElSfTS  DURING  THE  ENTIRE 
PERIOD  OF  ACQUISITION,  CLEARING,  CONSTRUCTION,  COMPLETION,  AND 
USEFUL  LIFE  OF  THE  PROJECT,  1974-2023 
(Millions  of  Dollars  at  1973  Prices) 


Year 


1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 


(1) 

(2) 

(3) 

(4) 

(5) 

Taxes  on 

Existing 

Property; 

Projected 

Taxes 

Assumes 

On  New  Construction 

Total  Pr 

ojected 

Taxes  on 

Upon  Completion 

Proper 

ty  Tax 

Land  Only 

Of  Each 

Phase 

Payments 

When 

Tax 

Tax 

Tax 

Tax 

Buildings  Are 

Yield 

Yield 

Yield 

Yield 

Demolished* 

A 

B 

A 

B 

$1,800 

_ 

^^ 

$1,800 

$1,800 

1.431 

- 

- 

1.431 

1.431 

1.572 

- 

- 

1.572 

1.572 

1.591 

.450(a) 

.750(a) 

2.041 

2.341 

.745 

1.950  (b) 

2.860  (b) 

2.705 

3.615 

.625 

2.640(c) 

3.740(c) 

3.275 

4.375 

.445 

3.320 (d) 

4.610(d) 

3.775 

5.065 

.571 

3.770(e) 

5.180(e) 

4.341 

5.751 

.275 

5.060(f) 

6.810(f) 

5.345 

7.095 

Annually,  1983 
to  2023 


0 


5.600 


7.500 


5.600   7.500 


As  property  is  acquired  by  the  Boston  Redevelopment  Authority, 
it  would  go  off  the  tax  rolls,  reappearing  three  months  later 
as  it  is  acquired  by  the  developer. 


Sources  and  Methods: 

Col.  1  -    Taxes  on  Existing  Property  Including  Land  and 

Buildings.   Assumes  that,  as  Parcels  are  Acquired 
by  the  Developer  and  Buildings  are  Demolished, 
Taxes  will  be  Paid  on  Land  only  until  New  Construction 
is  Completed,  Building  by  Building. 

Cols.  2&3  -Projected  Taxes  on  New  Construction  upon  Completion 
of  Each  Phase.   Tax  Yield  A  Assumes  a  Property  Tax 
Yield  of  $5.6  Million  in  the  First  Year  after 
Completion,  in  1983.   Tax  Yield  B  Assumes  a  Property 
Tax  Yield  of  $7.5  Million  in  the  First  Year  after 
Completion,  in  1983.   The  Assumed  Construction  Phases 
are  as  follows: 


1-30 
Table  1-6  (Continued) 


Sources  and  Methods  (Continued) : 

(a)  Hotel  and  Parking  Garage  are  Completed  in 

Mid-1977; 

(b)  First  Residential  Tower  and  First  Portion  of  the 

Retail  Arcade  are  Completed  by  the  Beginning  of 
1978; 

(c)  The  Remaining  Portion  of  the  Retail  Arcade,  and 

the  Low-Rise  Office  Building  are  Completed  by 
Mid-1979; 

(d)  Construction  Progresses  on  the  Second  Residential 

Tower ; 

(e)  Second  Residential  Tower  is  Completed  in  Early 

1981; 

(f)  Third  Residential  Tower  is  Completed  in  Spring 

1982,  and  Office  Tower  is  Completed  in  Fall 
1982. 

See  Chapter  VI . 

Col. 4  -  col. (1)  plus  Col. (2).   See  Chapter  VI. 

Col. 5  -  Col. (1)  plus  Col. (3).   See  Chapter  VI. 
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The  Incremental  Stream  of  Public  Costs  for  Services 
and  Facilities 

As  Park  Plaza  evolves  from  its  present  make-up  of 
structures  with  41  residents  and  1,500  workers,  through  the 
phases  of  demolition,  construction   and  completion,  to  a 
residential-retail-office  complex  housing  3,000  people 
and  serving  9,500  workers,  in  198  3,  in  accordance  with 
the  planned  development  schedule,  a  complex  pattern  of 
public  costs  for  services  and  facilities  will  ensue. 
In  the  early  years,  public  costs  for  services  will  decline 
as  demolition  and  land  clearing  proceeds  and  as  new  con- 
struction starts.   See  Chart  5.   In  1975,  1976  and  1977, 
special  project  improvements  will  raise  the  total  level 
of  public  costs.   As  noted  earlier,  for  the  purposes  of 
this  study,  the  full  costs  of  special  project  improvements 
are  charged  to  the  years  in  which  they  occur,  even  though 
the  actual  impact  on  the  City's  budget  would  be  represented 
by  annual  debt  service  payments  spread  over  a  longer  time 
period.   As  Park  Plaza's  six  stages  of  development  are 
completed  and  occupied,  one  by  one,  public  costs  for 
services  and  facilities  will  rise,  reaching  a  projected 
level  of  $6,0  million,  in  1983,  in  comparison  with  an  esti- 
mated level  of  $1.5  million  in  1973. 


CHART    5 

PARK  PLAZA 

INCREMENTAL  STREAM  OF  PUBLIC  COSTS  FOR  SERVICES  AND  FACILITIES 

TO  THE  CITY  OF  BOSTON 


(THOUSANDS    OF  DOLLARS 
AT    1973    PRICES) 
6,000 

5,000 


4,000- 


3,000 


DIRECT  AND  INDIRECT  PUBLIC  COSTS 
FOR  SERVICES  AND  FACILITIES 


DIRECT  PUBLIC  COSTS 


GENERAL  MUNICIPAL  GOVERNMENT  COST 


PUBLIC  TRANSIT,  STREETS   AND  ROADS 

EDUCATION.  PARKS,  CULTURE,  HEALTH 
WATER,  SEWER   AND  SOLID    WASTE 


POLICE  AND  FIRE 


-PUBLIC  HOUSING 


I9>3  Va   •t's  ie  '77  '78   '79  "80  'b'i     's'z  "b's 

source:  table  3ZII-I 
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BOSTON    redevelopment    AUTHORITY 
research    DEPARTMENT 
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The  measurement  of  the  flow  of  public  costs,  fully 
described  in  detail  in  Chapters  IV  and  VII,  includes  spec- 
ific estimates  of  the  direct  public  services  and  facilities 
costs  for  police  and  fire  protection,  education,  water, 
sewer  and  solid  waste,  parks,  cultural  activities,  health, 
public  transit,  streets  and  roads,  public  housing,  and 
special  project  improvements.   In  addition,  since  Park 
Plaza  must  bear  its  share  of  general  municipal  government 
costs,  these  indirect  costs  have  also  been  projected. 

The  estimates  of  public  costs,  flowing  from  each 
phase  of  the  development  of  Park  Plaza,  incorporate  all 
of  the  detailed  knowledge  at  hand  on  the  nature  of  the 
evolution  of  each  cost  category,  including,  for  example, 
the  special  needs  for  public  transit,  public  housing, 
and  police  and  fire  protection.   In  some  cases,  the  meas- 
urement of  public  costs  was  related  to  the  resident  popu- 
lation, their  income  levels  and  household  structure.   In 
other  cases,  costs  were  calculated  in  terms  of  the  needs 
of  the  projected  day-time  population  of  residents/  workers, 
and  shoppers.   An  attempt  was  made  to  measure  every  foreseen 
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aspect  of  public  cost. 

Public  Costs,  With  and  Without,  Before  and  After 
Park  Plaza 

In  addition  to  -the  portrayal  of  the  stream  of  public 
costs  in  the  property  acquisition,  demolition,  construction 
and  completion  phases,  analyses  of  the  full  scope  of  pub- 
lic costs  with  and  without,  before  and  after  Park  Plaza 
were  also  prepared  so  that  the  public  cost  alternatives 
could  be  examined  in  a  proper  perspective. 

Public  costs  of  Park  Plaza,  through  the  entire  period 
of  acquisition,  clearing,  construction,  and  useful  life, 
measured  in  terms  of  present  value,  and  in  dollars  at  1973 
prices,  over  the  50-year  period  1974-2023,  will  total 
$69  million.   See  Table  1-7.   This  would  include  a  pro- 
jected direct  cost  for  services  and  facilities  of  $46 
million,  and  Park  Plaza's  share  of  general  municipal  govern- 
ment costs  of  $23  million. 

Without  Park  Plaza,  the  public  costs  attributable  to 
Parcels  A,  B,  and  C,  over  the  50-year  period  1974-2023,  measured 
in  terms  of  present  value,  would  total  $23  million.   This 
estimate  does  not  include  any  provision  for  the  public  cost 
of  blight  and  crime. 


1-35 

Table  1-7 

PARK  PLAZA; 

PUBLIC  COSTS  TO  THE  CITY  OF  BOSTON 

(Millions  of  Dollars  at  1973  Prices) 


Park  Plaza, 


Present  Value 

Parcels 

Of  Costs 

A,B,  &  C, 

Through  Entire 

Present 

Period  of 

Park 

Value  of 

Acquisition, 

Plaza 

Costs 

Clearing, 

1983 

Over  50-Year 

Construction, 

Projected 

Period 

Completion, 

First 

1974-2023 

and  Useful 

Parcels 

Year 

Without 

Life  of 

A,  B,&  C 

After 

Park 

Project, 

1973 

Completion 

Plaza 

1974-2023 

PUBLIC  COSTS  FOR  SERVICES 

AND  FACILITIES,  TOTAL 

$1,459 

$6,181 

$23,124 

$69,012 

DIRECT  SERVICES  AND 

FACILITIES  COSTS 

.939 

4.185 

14.739 

46,275 

Public  Safety (Pol. &Fire) 

.401 

.605 

6.321 

7.316 

Health  and  Hospitals 

.001 

.060 

.016 

.575 

Sanitation,  Sewer  &  Wdter   .181 

.853 

2.829 

9.835 

Streets  and  Roads 

.096 

.270 

1.501 

3.177 

Education 

- 

.037 

- 

.402 

Transit 

.204 

1.139 

3.189 

13.015 

Cultural 

- 

.003 

- 

.033 

Parks 

.056 

.181 

.883 

2.164 

Public  Housing      ' 

- 

.455 

- 

3.983 

Special  Project 

Improvements 

— 

.582 

— 

5.776 

GENERAL  MUNICIPAL  GOVERNMENT 

COSTS 

.520 

1.996 

8.385 

22.736 

Sources  and  Methods : 

See  Chapters  II,  IV,  V,  &  VII. 

See  also  Sources  and  Methods  Citations  in  Table  I-l. 


1-36 


Additional  perspective  may  be  gained  from  a  compari- 
son of  annual  public  costs  before  and  after  Park  Plaza. 
Parcels  A,  B,  and  C,  in  1973,  entailed  an  estimated  public 
cost  of  $1,5  million,  including  $939,000  for  direct  costs, 
and  $520,000  as  the  share  of  general  municipal  government 
cost. 

In  the  first  year  after  completion,  1983,  Park  Plaza 

would  generate  a  public  cost  of  $5.2  million,  including 

direct  costs  of  $4,203,000  and  indirect  costs  of  $1,996,000. 

Cost  of  Special  Project  Improvements;   Present  Value  of 
the  Developer ' s  Payments 

As  noted  earlier,  for  the  purposes  of  the  present 

study,  the  cost  of  special  project  improvements  have  been 

charged  to  the  years  in  which  they  would  occur  (1975,  1975, 

and  1977) .   in  actuality,  however,  these  costs  would  appear 

in  the  City's  budget  as  a  stream  of  debt  service  payments. 

In  effect,  the  projected  $6.8  million  of  special  project 

improvement  costs,  spread  over  three  years,  would  involve 

debt  service  payments  ranging  from  $412,000  in  1975  and 

$689,800  in  1977  to  a  final  payment  of  $147,420  in  1995. 

See  Table  1-8.   Debt  service  payments  would  total 
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Table    I-g 

PARK    PLAZA J 

COST    TO   THE    CITY    OF    BOSTON    OF    SPECIAL    PROJECT    IMPROVEMENTS: 

PRESENT    VALUE    OF    THE    DEVELOPER'S    PAYMENT 

(Dollars   at    1973    Prices) 


Year 


1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

Totals 

1976-2007 

Projected  Debt  Service 
On  $6,8  Million  of 
Project  Improvement 
Bonds;   $4.0  Million 
To  be  Issued  in  1975, 
And  $2.8  Million  to 
Be  issued  in  1976 

1973  Present 
Value 
Discounted 
At  6% 


Projected 
Payments 
(1) 


$412,000 
689,800 
671,780 
653,760 
635,740 
617,720 
599,700 
581,680 
553,660 
545,640 
527,620 
509,600 
491,580 
473,560 
455,540 
437,520 
419,500 
401,480 
383,460 
365,440 
147,420 


(2) 


$346,080 
546,322 
501,820 
460,901 
422,767 
387,310 
355,022 
324,577 
297,049 
271,183 
247,454 
225,v.43 
204,989 
186,583 
169,005 
153,132 
138,855 
125,262 
112,737 
101,592 
38,624 


Developer's  Payments 
1973  Present 


Schedule 

of 
Payments 
(3) 


150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 
150,000 


Value 
Discounted 
At  6% 
(4) 


$3,000,000    $2,520,000 


62,550 
59,100 
55,650 
52,500 
49,650 
46,800 
44,100 
41,700 
39,300 
37,050 
34,950 
33,000 
31,050 
29,400 
27,750 
26,100 
24,600 
23,250 
21,900 
20,700 


$10,584,200   $5,616,507 


$6,000,000    $3,281,100 


Sources  and  Methods 


See  Text. 
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$10,584,200  and  would  represent  a  present  value  of 
$5,616,507.   A  bond  interest  rate  of  5.3  percent  has 
been  assumed.   This  is  the  rate  which  Boston  municipal 
bonds  presently  enjoy. 

This  schedule  of  debt  service  payments,  and  their 
present  value,  may  be  compared  with  the  developer's  pay- 
ments and  their  present  value,  in  order  to  assess  the 
net  cost  to  the  City  of  Boston. 

In  accordance  with  the  agreement  worked  out  between 
the  Boston  Redevelopment  Authority  and  the  developer, 
$6  million  of  payments  would  be  made  to  offset,  in  part, 
the  cost  of  special  project  improvements.   There  would 
be  one  payment  of  $3  million  in  1976,  and  20  payments  of 
$150,000  spread  over  a  20-year  period,  beginning  5  years 
after  project  completion,  and  covering  the  period  1988- 
2007.   These  payments  have  a  present  value  (1973)  of 
$3,281,000.   When  related  to  the  present  value  of  debt 
service  payments,  the  net  present  value  cost  of  the 
special  project  improvements  to  the  City  would  be 
$2,335,407. 
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The  Burden  on  the  City's  Debt  Service  and  Indebtedness 
Capacity 

Park  Plaza  public  facilities  requirements  would  add 
only  a  small  margin  to  the  annual  flow  of  capital  outlays 
and  debt  service  payments.   Park  Plaza's  share  of  the 
City's  capital  indebtedness  would  also  be  small.   In  all 
three  aspects,  requirements  for  Park  Plaza  are  readily 
accommodated  within  the  City's  fiscal  capacity,  and  much 
more  than  compensated  for  by  the  tax  revenue  which  Park 
Plaza  would  generate. 

Over  the  ten-year  period,  1974-83,  public  facilities 
outlays  for  Park  Plaza  will  total  $12.3  million,  (includ- 
ing $6.8  million  for  special  project  improvements). 
These  will  make  up  0.9  percent  of  the  City's  $1.3  billion 
10-year  public  facilities  program  to  be  carried  out  over 
this  period.   Since  debt  service  financing  of  these  outlays 
will  be  spread  over  a  longer  time  period.  Park  Plaza's 
share  of  the  City's  debt  service  burden  would  be  small  also, 
and  is  estimated  at  less  than  two  percent  of  the  City's 
debt  service  payments  over  the  period  1974-83.   The  City's 
indebtedness  capacity  will  be  rising  over  this  period,  and 
Park  Plaza's  share  of  this  indebtedness  would  make  up  less 
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than  two  percent.   The  City's  indebtedness  would  remain 

well  below  its  projected  indebtedness  capacity.* 

Public  Costs  and  Benefits  to  the  State 

Park  Plaza  would  provide  a  large  spin-off  of  net 

tax  revenue  benefits  to  the  State.   Over  the  50-year 

period,  1974-2023,  tax  revenue  benefits  to  the  State 

would  total  $183  million,  measured  in  terms  of  present 

value,  and  in  dollars  at  1973  prices.   See  Table  1-5. 

The  present  value  of  public  costs  to  the  State,  over  the 

same  period,  are  estimated  at  $20  million.   In  effect, 

for  every  dollar  of  public  cost,  the  State  would  be 

gaining  $9. 

Significance  of  the  Margin  of  Tax  Revenue  Benefits 
Over  Costs 

As  indicated  in  the  preceding  analyses.  Park  Plaza 

would  signify  a  significant  margin  of  tax  revenue  benefits 

over  public  costs.   Over  and  above  this  finding,  scholars 

differ  on  the  meaning  of  benefit-cost  relationships. 


* 
Jonathan  Gordon,  Frederick  Pikielek,  William  Pear, 
et  al..  Planning  for  Boston;   Public  Facilities  and 
Capital  Improvement;   The  Record,  1960-67;   The 
Revitalization,  1968-72;   The  Program,  1973-82, 
Boston  Redevelopment  Authority  and  Boston's  Public 
Facilities  Department,  (Draft  Report) ;   see  Chapter 
VII,  Financing  Boston's  Public  Facilities  and 
Capital  Outlay  Program,  1973-82. 
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Conservative  scholars  suggest  that,  since  benefits  are 

often  overestimated  and  costs  frequently  underestimated, 

a  benefit-cost  ratio  of  approximately  two  is  reassuring 

in  the  planning  of  project  expenditures.   in  this  sense. 

Park  Plaza  amply  meets  the  test  of  tax  benefits  and  public 

cost. 

Public  Costs  in  Urban  Redevelopment;   the  Innovative  Role 
of  Park  Plaza 

The  analysis  of  public  costs  and  tax  revenue  benefits, 
presented  in  this  report,  must  be  considered  in  the  light 
of  the  tradition  and  practice  of  public  subsidies  to  induce 
private  developers  to  undertake  urban  renewal  projects  of 
redeeming  social  value  which  help  meet  the  sound  needs  of 
the  City.   In  the  past,  the  City  of  Boston  has  been  able  to 
use  Federal  urban  renewal  money  to  subsidize  the  price  of 
land  to  developers  by  absorbing  the  difference  between  the 
cost  of  land  assembly  and  the  lower  purchase  cost  offered 
to  developers  both  as  inducement  and  as  a  device  to  enhance 
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investment  project  feasibility.   With  new  Federal  urban 
renewal  money  no  longer  available.  Park  Plaza  represents 
an  innovative  attempt  to  induce  the  private  sector  to  under- 
take the  large  scale  urban  redevelopment  needed  by  the 
City,  without  the  benefit  of  direct  public  subsidies. 

One  type  of  indirect  subsidy,  involving  no  cost  to 
the  City,  would  be  provided;   namely,  the  difference   in 
the  interest  rate  involved  in  City  acquisition  of  land  for 
urban  redevelopment,  through  the  use  of  a  chattel  mortgage 
type  of  bond,  (to  be  sold  to  the  developer  at  cost),  and 
the  higher  market  rate  of  interest  available  to  the 
developer. 

A  second  type  of  subsidy  might  be  involved  to  the  extent 
that  public  costs,  for  services  and  facilities,  exceed  tax 
revenue  benefits  to  the  City.   In  this  case,  it  would  be 
important  to  evaluate  whether  the  redeeming  social  values 
of  the  project,  and  its  contribution  to  the  sound  needs  of 
the  City,  merited  the  cost  of  the  subsidy.   In  the  past,  it 
has  not  been  possible  for  the  City  to  carry  out  land  assembly 
and  urban  redevelopment  without  public  subsidy. 
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The  findings  of  the  analysis  of  public  costs  and  tax 
revenue  benefits,  here  presented,  suggest  that  Park  Plaza 
will  be  doubly  innovative.   Park  Plaza  will  show  the  way 
to  achieve  important  urban  redevelopment  goals,  (meeting 
the  sound  needs  of  the  City  by  providing  new  jobs,  new 
housing   including  housing  for  the  elderly,  revival  of 
downtown  retail  activity,  and  revitalization  of  public 
facilities  and  urban  amenities) ,  and  doing  this  through 
private  sector  assumption  of  costs,  including  the  cost  of 
land  assembly.   Park  Plaza  will  achieve  all  of  this  and 
also  yield  significant  margins  of  tax  revenue  benefits  to 
the  City  and  the  State  in  excess  of  public  costs  for  services 
and  facilities. 

These  innovative  roles  of  Park  Plaza  are  possible  now 
because  of  key  factors  of  strength  on  which  it  can  draw.   These 
include  the  favorable  underlying  growth  of  the  City's  economy, 
recent  and  prospective,  the  revitalization  of  the  City  as  a 
place  to  live,  with  the  recent  reversal  of  two  decades  of 
population  decline,  and  the  large  private  and  public  sector 
commitment  to  capital  construction.   These  factors  make 
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feasible  a  private  sector  role  and  public  tax  revenue 
benefits  which  would  not  have  been  possible  a  decade 
ago  when  Boston  was- still  losing  jobs  and  population 
and  public  facilities  outlays  were  at  a  low  ebb.   in 
turn.  Park  Plaza  will  further  fortify  the  economy  and 
the  amenities  of  the  City  of  Boston  with  an  important 
indirect  yield  in  terms  of  jobs  and  tax  revenue 
bene  fits. 
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Addenda 

Subsequent  to  the  presentation  of  the  present  report, 
a  number  of  questions  were  raised.   This  addenda  takes  up 
these  questions,  and  pre s an ts some  new,  related  analyses 
and  information. 
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1.  Question 

Isn't  it  reasonable  to  assume  that  many  of  the 
revenue  sources  projected  for  Park  Plaza  will  not  be  new 
to  the  City  of  Boston  or  the  State,  but  will  merely 
represent  relocation  within  these  jurisdictions? 
Comment 

Projected  net  new  revenues  assume  future  growth  in 
employment,  income,  and  population  in  the  City  and  in 
the  State.   In  the  past  decade,  Boston  gained  60,000 
new  service  activity  jobs,  and  the  State  gained  300,000. 
For  the  future,  over  the  next  decade,  Boston  has  a  prospect 
and  potential  for  75,000  to  100,000  net  new  jobs,  and  the 
State  may  gain  another  one-third  of  a  million  jobs.* 
Boston  may  gain  50,000  population,  and  the  State  600,000. 
Per  capita  income,  measured  in  dollars  of  constant  value, 
could  rise  by  one-third.   Boston's  planning  and  development 
effort  is  based  on  these  growth  prospects. 


*  Boston  Redevelopment  Authority,  Research  Department, 
Boston's  Development  Prospects;   commitment  to  the 
City's  Future,  January  1973. 
National  Planning  Association,  Center  for  Economic 
Projections,  State  Economic  and  Demographic  Pro- 
jections, Washington,  D.C. 
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There  is  no  assurance  of  growth  in  jobs,  income,  and 
population,  however,  without  a  forward  looking  urban  re- 
development effort  and  a  farsighted  State  approach  toward 
revitalizing  urban  infrastructure.   We  have  only  to  look 
back  to  the  record  of  the  1950 's,  when  the  City  of  Boston 
was  in  full  decline  in  terms  of  population,  jobs,  income, 
and  property  values,  to  recognize  that  the  further  improve- 
ment in  the  quality  of  urban  life  in  Boston,  will  depend 
not  only  on  favorable  national  and  regional  trends,  but  also 
on  empathetic  City  and  State  planning  and  development  efforts, 

Our  recently  conducted  surveys  of  who  live  and  work  in 
the  new  residential  complexes  and  office  towers  show 
significant  proportions  coming  from  outside  Boston  and 
out.'-'ide  the  State.* 

State  planning  policy  also  projects  job  growth  in 
Boston.   The  Regional  Framework  report  of  the  Boston 
Transportation  Planning  Review  sees  Boston  as  an  area  of 


* 
Thomas  O'Brien  and  Alexander  Ganz,  A  Demographic 
Revolution:   The  Impact  of  Office  Building  and 
Residential  Tower  Development  in  Boston,  Boston 
Redevelopment  Authority,  December  1972. 
Survey  Research  Center,  University  of  Massachusetts 
and  the  Joint  Center  for  Urban  Studies  of  M.I.T. 
and  Harvard,  "Survey  of  Characteristics  of  Tenants 
and  Workers  in  New  Residential  and  Office  Towers", 
Draft  Report,  June  1973. 
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concentrated  core  growth  within  the  metropolitan  region, 
both  in  response  to  prospects  and  potential  and  as  a  means 
of  avoiding  urban  sprawl . 

Until  recently,  population  growth  lagged  job  growth 
in  Boston,  due,  in  part,  to  the  shortage  of  housing  for 
middle  and  upper  income  families.   Recently  conducted  surveys 
of  residential  construction  underway  and  planned  suggest  a 
prospect  for  accommodating  some  of  this  demand. 

Park  Plaza  is  a  key  part  of  the  better  future  for 
Boston,  and  has  a  vital  role  in  revenue  generation.   Our 
recently  conducted  survey  of  capital  construction  in  progress 
shows  a  large  commitment,  public  and  private,  to  Boston's 
future.   But  a  major  share  of  the  planned  investment  is  in 
tax  exempt  categories,  -  medical  and  educational  institutions, 
and  city,  state,  federal,  and  semi-autonomous  agency  projects 
Park  Plaza  would  pay  substantial  taxes,  much  needed  by  the 
City  of  Boston. 
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2  .  Question 

Could  future  prospective  growth  in  retail,  residential, 
and  office  development  be  accommodated  without  Park  Plaza, 
or  will  the  construction  of  Park  Plaza  itself  generate 
demands  which  would  not  occur  in  the  absence  of  Park  Plaza? 
Comment 

Capital  construction  underway  and  planned,  as  well  as 
longer  term  development  targets  for  the  City  Core  Area, 
go  well  beyond  the  goals  for  retail,  residential  and 
office  construction  in  Park  Plaza. 

But  Park  Plaza,  with  its  replacement  of  blight  in  the 
heart  of  the  City,  has  a  vital  role  in  the  "City  Core  Area 
Development  Plan",  now  in  an  advanced  stage  of  preparation. 
Successful  downtown  revival  and  development,  with  all  that 
this  means  for  jobs  and  income,  is  dependent  on  sequential 
development  processes.   As  part  of  the  high  spine  aspect 
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of  Boston's  urban  design  concept.  Park  Plaza  would  be  an 
important  signal,  to  private  market  forces,  that  Boston's 
downtown  redevelopment  is  going  forward.   In  the  absence 
of  Park  Plaza,  the  City's  plan  for  the  development  of  the 
Core  Area  would  be  set  back,  and  the  positive  thrust  of 
private  market  forces,  in  replacing  blight  and  obsolescence 
with  job  and  income  generating  redevelopment,  would  be 
blunted. 
3 .  Question 

Given  the  prime  location  of  the  property,  in  Park 
Square,  it  would  seem  unreasonable  to  assume  that  there 
will  be  no  construction  in  the  area  between  1974  and  2023, 
the  time  frame  for  the  cost-benefit  analysis,  if  the  City 
sponsored  Park  Plaza  project  is  not  adopted.   What  would  be 
the  cost-benefit  results  of  a  reasonable  hypothesis  of 
private  investment  in  the  Park  Square  area  in  the  absence 
of  urban  renewal? 
Comment 

The  hypothesis  of  no  new  construction  in  the  absence 
of  urban  renewal  is  not  unrealistic,  considering  (1)  the 
blighted  condition  of  the  area,  (2)  the  postwar  history  of 
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lack  of  construction  and  renovation  interest  on  the  part 
of  the  present  owners,  and  (3)  the  long-term  decline  in 
property  values  in  the  project  area.   The  assessed  value 
of  taxable  land  and  buildings  in  the  Parcels  A,  B,  and  C 
area  is  well  below  that  of  20  years  ago,  even  with  a  partial 
recovery  since  1965.   There  has  been  little  new  building  in 
the  area  in  recent  times.   Since  1960,  only  $1,2  million  of 
building  permits  have  been  issued  for  the  area,  and  this  was 
largely  limited  to  fire  damage  repaxr,  new  signs,  and  minimal 
fix-up  of  some  existing  structures.   As  far  as  the  operation 
of  the  private  market  is  concerned,  the  attractiveness  of 
the  prime  location  has  been  more  than  offset  by  the  con- 
ditions of  blight  and  the  perspective  for  further  deteriora- 
tion. 

Nevertheless,  for  illustrative  purposes  only,  a  hypothe- 
sis of  private  sector  development  without  urban  renewal  has 
been  prepared,  together  with  the  implications  for  public 
costs  and  tax  revenue  benefits.   It  should  be  emphasized 
that  there  have  been  no  seriously  sustained  proposals  along 
the  lines  described  below,  and  there  are  no  realistic  set 
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conditions  under  which  the  investment  hypothesis  described 
below  is  likely  to  take  place  in  fact,  without  systematic 
removal  of  blight. 

In  this  hypothesis,  we  assume  the  construction  of  a 
major  office  building  of  600,000  square  feet  on  the  site 
now  owned  by  Eastern  Gas  Associates.   The  3  3,000  square 
foot  site  could  have  a  building  similar  in  size  to  the 
Keystone  Building,  if  zoning  is  approved. 

A  second  office  building  with  150,000  square  feet  of 
space,  might  be  built  on  the  site  currently  occupied  by 
the  Trailways  Bus  Company,  and  be  similar  to  the  One 
Washington  Mall  building. 

In  addition,  existing  buildings  would  be  renovated 
sufficiently  to  raise  assessed  value  by  one- fourth. 

Two  assumptions  on  gross  rental  income  were  adopted, 
ranging  from  a  square  footage  rental  of  $11.75  and  a  90 
percent  occupancy  rate,  to  a  rental  rate  of  $13.75  and 
an  occupancy  rate  of  95  percent.   Assessment  is  projected 
at  20  percent  of  gross  rental  income.   New  construction 
would  start  at  the  end  of  1974  and  be  completed  by  1977. 
Renovation  on  the  other  properties  in  the  area  would  be 
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started  and  completed  over  the  same  period. 

In  the  non-urban  renewal  "build"  alternative,  as 
described  above.  Parcels  A,  B  and  C  would  continue  to 
have  41  residents,  as  at  present,  the  number  of  workers 
would  rise  from  the  present  level  of  1,500  to  4,500, 
with  office  workers  displacing  bus  terminal  employees, 
and  other  land  uses  would  remain  the  same. 

Under  the  non-urban  renewal  build  alternative,  net 
tax  revenue  benefits  to  the  City  would  range  from  $2.2  to 
$2.5  million,  in  1983,  and  have  a  present  value  of  $30  to 
$34  million  over  the  period  1974-2023.   See  Table  1-9. 
These  net  revenue  benefits  to  the  City  of  Boston  would  be 
larger  than  that  in  the  case  of  a  no-build  alternative 
(see  Table  I-l) .     In  comparison  with  Park  Plaza,  however, 
net  benefits  under  a  non-urban  renewal  build  alternative 
would  be  only  one-third  as  large,  assuming  that  the  private 
sector  could  be  encouraged  to  invest  in  the  project  area 
without  removal  of  blight. 
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Table  1-9 


PARK  PLAZA; 
PUBLIC  COSTS  AND  TAX  REVENUE  BENEFITS; 
TWO  "BUILD"  ALTERNATIVES 


Non-Urban  Renewal 
Build  Alternative 
Parcels  A,  B,  &  C,  1983 
Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


Public 
Costs 


Tax 
Revenue 
Benefits 


Net 
Benefits 


(Millions  of  Dollars, 
at  1973  Prices) 


2.1 
2.1 


4.3 
4.6 


2, 
2, 


II.   Park  Plaza,  1983 

Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


6.0 
6.0 


12.2 

14.1 


6.2 
8.1 


III.  Non-Urban  Renewal 
Build  Alternative 
Parcels  A,  B,  &  C, 
1974-2023,  Present  Value 
Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


31.6 
31.6 


61.3 
65.5 


29.7 
33.9 


IV.   Park  Plaza,  1974-2023 
Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


69.0 

149.3 

80.3 

69.0 

170.8 

101.8 

Sources:  I  &  III 

See  Appendix  Table  X-1  &  X-2 
II  &  IV 

See  Tables  VI-1  and  viI-1 
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4.  Question 

Though  the  projected  increase  in  the  assessed  value 
of  property  in  adjacent  neighborhoods  might  raise  the 
property  tax  yield  to  the  City,  would  this  not  also  involve 
a  bidding  away  of  the  housing  of  low  and  moderate  income 
families,  thereby  signifying  housing  relocation  and  other 
public  costs,  apart  from  the  social  costs  entailed? 
Comment 

In  general,  growth  in  jobs,  income,  and  housing  will 
enhance  the  mobility  and  broaden  housing  choice  for  Boston's 

families.   This  is  what  growth  in  Boston  has  signified  in  the 
recent  past.   From  1960  to  1970,  the  number  of  poor  families 
in  Boston  was  reduced  by  one-fourth.   New  housing  construction 
of  2  5,000  dwellings,  since  1960,  the  equivalent  of  approximately 
10  percent  of  the  City's  housing  stock,  replaced  a  similar  volume 
of  demolished  housing. 

A  substantial  number  of  new  dwelling  units  for  low  and 
moderate  income  families,  some  9,600  units,  are  under  construction 
and  planned.  The  City  is  marshalling  a  new  program  to  rehabil- 
itate an  even  larger  number  of  dwelling  units;  a  program  which 
may  ultimately  benefit  one  out  of  four  of  the  City's  dwellings. 
The  result  will  be  more  and  better  housing  for  low  and  moderate 
income  families,  not  less. 
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5.  Question 

If  capital  investment  in  Boston  is  rising,  in  relation 
to  the  1960 's,  is  Boston's  property  tax  base  not  expanding 
at  a  rapid  rate?   What  was  the  value  of  the  City's  tax  base 
in  1950,  1955,  1960,  1965,  1970  and  1972?  What  expansion  is 
projected  for  1975  and  1980  with  Park  Plaza?  Without  Park 
Plaza? 

Comment 

Capital  investment  in  Boston  has  been  rising  significantly < 
from  annual  rates  of  approximately  $600  million,  in  1960,  to  an 
estimated  $1  billion  in  1972,  with  the  revitalization  of  the 
City's  economy.   See  Table  1. 

The  assessed  value  of  taxable  property,  in  Boston,  fell, 
from  1950  to  1963,  when  the  City  was  in  general  decline  with 
large  losses  of  jobs  and  population.   See  Table  2.    Since 
then,  assessed  values  have  been  rising,  but,  only  modestly, 
from  $1,445  million,  in  1963,  to  $1,716  million,  in  1972, 
representing  a  growth  of  one-fifth  over  the  9-year  period. 
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Table  I-IO 

CAPITAL  INVESTMENT,  PUBLIC  AND  PRIVATE,  IN  THE  CITY  OF  BOSTON 
1960-72,  ACTUAL;   AND  1975  AND  1980,  TARGETS 
(Millions  of  Dollars  at  1970  Prices) 


State, 


City 

Federal  Government 

of 

And  Semi -Autonomous 

Year 

Total 
$585* 

Private 
$472* 

Boston 
$13 

Agencies 

1960 

$100* 

1961 

607 

487 

10 

110 

1962 

678 

550 

17 

111 

1963 

633 

497 

23 

113 

1964 

719 

575 

21 

123 

1965 

752 

600 

20 

132 

1966 

821 

661 

27 

133 

1967 

850 

665 

31 

153 

1968 

856 

678 

38 

140 

1969 

8.73 

683 

36 

154 

1970 

891* 

689* 

58 

144* 

1971 

940* 

715* 

73 

152* 

1972 

$1,000* 

$750* 

$82 

$168* 

Average  Annual  Rate  of  Investment 
1960-67       $706  $563 

1968-71         890  691 


1972 


1,000 


750 


$20 
51 
82 


$122 
148 
168 

$175 
210 


*  Estimated 

Source:   Virginia  Metcalfe,  Peter  Menconeri,  et  al.,  Boston 

Redevelopment  Authority,  Research  Department,  Boston ' s 
Development  Prospects;   Commitment  to  the  City's 
Futvire;   Report  of  a  Survey  of  Capital  Investment 
Projects  and  Programs,  Underway,  Planned  and 
Proposed,  January  1973 


Projected 

1975 

$1,262 

$975 

$112 

1980 

1,635 

1,270 

145 
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Sources:  Jonathan  Gordon,  Boston  Redevelopment  Authority, 
Research  Department,  Fiscal  Aspects  of  the  City 
of  Boston  Economy,  (Draft  Report) . 

Jonathan  Gordon,  Frederick  Pikielek,  et  al., 
Boston  Redevelopment  Authority,  Research 
Department,  Planning  for  Boston;   Public 
Facilities  and  Capital  Improvements;   The 
Record  1960-67;   The  Revitalization,  1968-72; 
The  Program,  1973-82,  (Draft  Report) . 

Virginia  Metcalfe  and  Peter  Menconeri,  Boston 
Redevelopment  Authority,  Research  Department, 
Investment  in  Boston,  Evolution,  Prospects, 
Potential,  Policy  Strategy,  Targets,  Program, 
(Draft  Report) . 
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ASSESSED  VALUE  OF  TAXABLE  PROPERTY, 
IN  THE  CITY  OF  BOSTON,  1950-72  ACTUAL, 
1975  AND  1980  PROJECTED 
(Millions  of  Dollars) 


Year 


1950  $1,568 

1955  1,542 

1960  1,466 

1963  1,445 

1965  1,490 

1970  1,617 

1972  1,716 
Projected 

1975  1,955 

1980  2,835 


Sources:   Years  1950-1970  - 

City  of  Boston  and  County  of  Suffolk,  Auditing 
Department,  Annual  Report  1970,  Schedule  G-2 
Year  1972  - 
City  of  Boston  Assessing  Department 

Projections  - 

Boston  Redevelopment  Authority,  Research  Department, 
Planning  for  Boston;   Public  Facilities  and  Capital 
Improvements;  The  Record  1960-67;   The  Revitalization, 
1968-72;   The  Program  1973-82  (Draft  Report) . 
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A  large  part  of  Boston's  investment  does  not  show  up 
in  the  taxable  property  base.   This  comes  about  because  a 
major  share  of  the  City's  investment  is  made  up  of  (1) 
public  capital  improvements,  (2)  facilities  of  tax-exempt 
medical,  higher  educational,  and  philanthropic  institutions, 
and  (3)  tax-abated  non-residential  construction.   An  esti- 
mated 54  percent  of  the  City's  real  property  is  tax  exempt,  and 
this  share  has  been  growing. 

In  view  of  the  larger  levels  of  capital  construction 
presently  underway  and  planned,  and  longer-term  goals,  very 
substantial  new  investment  is  foreseen  over  the  next  ten 
years.   (See  Table  1.)   But  again,  major  components  of  the 
planned  and  projected  investment  will  be  made  up  of  capital 
construction  in  tax-exempt  medical  complexes  and  institutions 
of  higher  education,  public  facilities  and  capital  improve- 
ments, and  in  tax-abated  non-residential  coiBtruction. 

Even  so,  a  two-thirds  growth  in  the  assessed  value  of  tax- 
able property,  between  1972  and  1980,  is  anticipated.   See 
Table  2. 
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With  tax  abatement  under  Massachusetts  Law  121A,  Park 
Plaza  would  add  an  estimated  $62  million  to  the  assessed 
value  of  taxable  property.   This  would  be  equal  to  2  3  percent 
of  the  growth  in  assessed  values  actually  experienced  from 
1963  to  1972,  and  5.5  percent  of  the  growth  projected  in 
the  1972-80  period.    Of  course,  the  projected  growth  of 
the  assessed  value  of  taxable  property  in  Boston  is  con- 
jectural, and  dependent  on  Park  Plaza  and  its  significance 
for  City  development,  in  part. 
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II.  PARCELS  A,  B,  AND  C  NOW;   BENEFITS  AND  COSTS  IN 
1973 

To  provide  a  proper  basis  for  evaluating  the  fiscal 
impact  of  the  proposed  Park  Plaza  development,  the  tax 
revenue  benefits  and  public  costs  presently  associated 
with  the  area  designated  for  Stage  I  of  the  Park  Plaza 
development  (Parcels  A,  B,  and  C  or  reuse  parcels  1,  2, 
and  3)  were  analyzed.   Estimates  were  made  of  the  annual 
property  tax.  State  sales,  meal,  business,  and  personal 
income  tax  now  generated  by  the  buildings  and  property, 
business  activity,  residents  and  workers  in  the  proposed 
development  area.   Similarly,  detailed  estimates  were 
made  of  the  current  annual  costs  to  the  City  of  providing 
public  services  and  facilities  for  this  area. 

This  analysis  indicates  that  the  total  annual  City 
and  State  tax  revenues  presently  generated  in  Parcels 
A,  B,  and  C  is  approximately  $3.6  million,  with  the  City's 
share  of  these  tax  revenues  estimated  to  be  $2.0  million. 
On  the  cost  side,  it  was  determined  that  the  City  currently 
spends  $1.5  million  annually  to  provide  public  services 
and  facilities  for  the  development  area. 
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Profile  of  Park  Plaza  Now 

The  A,  B,  and  C  parcels  presently  contain  about 
200,000  square  feet  of  ground  floor  space  and  500,000 
square  feet  of  space  in  upper  stories.   A  small  number 
of  resident  households  and  a  wide  variety  of  commercial 
uses  now  occupy  this  space.* 

Over  200  business  establishments  are  located  in  the 
area  and  these  include  many  small  restaurants  and  retail 
operations  and  several  lounges,  bookstores,  car  rental 
agencies,  garages,  commercial  artists,  architects,  attorneys, 
and  miscellaneous  service  establishments.   Approximately 
1,500  workers  are  employed  in  these  enterprises. 

According  to  the  1973  Boston  Police  List,  there  are 
currently  forty-one  people  age  17  and  over  living  on  the 
property  in  Parcels  A,  B,  and  C.**   Six  of  these  are  married 
and  the  remaining  thirty-five  are  unrelated.   Twelve  of  the 


Boston  Redevelopment  Authority,  Park  Plaza  Relocation 
Report. 

Boston  Redevelopment  Authority,  Environmental  Impact 
Statement:   Park  Plaza  Urban  Renewal  Project,  Section 
B, "Description  of  the  Project  Area". 

** 

Only  14  people  listed  as  area  residents  in  the  BRA  Re- 
location Report  appear  on  the  1973  Police  Lipt.  This 
would  seem  to  indicate  a  high  degree  of  transiency  in 
the  area. 
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forty-one  individuals  now  residing  in  the  area  have  moved 
into  the  area  within  the  last  year,  six  from  outside  the 
State  and  two  from  another  location  in  Boston.   The 
average  age  of  residents  is  35  and  the  age  distribution 
indicates  almost  half  of  the  residents  are  in  their  20 's 
and  25  percent  are  in  their  30 's.   The  occupational  mix 
of  current  residents  comprises  several  students,  housewives, 
managerial,  clerical,  secretarial,  and  various  professional 
personnel,  and  assorted  types  of  retail  and  service  employ- 
ees.  Total  annual  income  of  the  forty-one  residents  is 
estimated  at  $300,000  based  on  their  occupational  composition. 
Tax  Revenue  Benefits,  Total 

The  components  of  the  $3.6  million  City  and  State  re- 
venues currently  generated  by  Parcels  A,  B,  and  C  are  shown 
in  Table  ll-l.   A  description  of  the  estimating  procedure 
used  to  derive  each  of  the  tax  revenue  figures  follows. 
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Table  II-l 


CITY  AND  STATE  TAX  REVENUES  GENERATED  BY 
PARCELS  A,  B  AND  C  IN  1973 
(Millions  of  Dollars) 


Property  Tax • 

$1.8 

Sales  and  Meal  Tax 

.6 

Personal  Income  Tax 

.8 

Business  Tax 

.3 

Total 

$3.6^ 

Property  Tax 

Current  property  tax  yield  in  the  development  area 
was  determined  by  applying  the  current  tax  rate  ($196.70 
per  $1,000  assessed  value)  to  the  assessed  valuation  of 
properties  in  the  A,  B,  and  C  parcels.   The  total  1972 
assessed  valuation  of  taxable  real  estate  in  this  area  was 
$9.4  million.   At  the  current  tax  rate,  these  properties 
yield  $1.8  million  in  property  tax  revenues  for  the  City. 
Sales  and  Meal  Tax 

State  sales  and  meal  tax  amounting  to  $633 , OOP  is 
presently  produced  by  the  business  activity  and  restaurant 
sales  in  the  area.   This  figure  was  derived  by  first  esti- 
mating the  current  dollar  amount  of  annual  retail  sales  in 
the  A,  B,  and  C  parcels.   This  was  done  by  applying  an  annual 
average  retail  sales  per  square  feet  coefficient  to  the 


*  Figures  do  not  add  due  to  rounding, 


II-5 


total  amount  of  retail  space  now  occupied  in  the  project 
area. 

Average  annual  retail  sales  in  the  Park  Plaza  area 
are  thought  to  run  about  $90  per  square  foot.*   Based  on 
the  BRA  study  of  existing  establishments   conducted  for 
the  Relocation  Report,  it  is  estimated  that  260,000  square 
feet  of  retail  space  is  located  in  the  Park  Plaza  parcels, 
with  an  average  occupancy  rate  of  90  percent.   Applying 
the  average  annual  retail  sales  per  square  foot  to  the 
estimated  amount  of  occupied  retail  space,  retail  sales 
in  parcels  A,  B,  and  C  were  estimated  to  be  about  $21.1 
million  a  year.   On  the  basis  of  an  assiimed  average  3% 
tax  rate,  the  amount  of  State  sales  and  meal  tax  produced 
by  this  $21.1  million  sales  volume  is  $533,000  annually.** 


* 

By  comparison,  retail  establishments  in  Boston's 
Central  Business  District  and  Back  Bay  area 
currently  average  $100  annual  sales  per  square  feet. 

** 

The  current  State  sales  and  use  tax  is  3%   and  the  tax 
for  meals  over  $1  and  alcoholic  beverages  is  5%. 
Though  clothing  sales  (which  are  exempt  except  for 
items  over  $175)  do  account  for  a  portion  of  current 
retail  sales  in  the  area,  part  of  the  current  retail 
sales  also  represent  restaurant  receipts  for  food  and 
alcoholic  beverages  subject  to  the  higher  5%   rate. 
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Personal  Income  Tax 

State  income  tax  currently  derived  from  the  residents 
and  employees  in  Parcels  A,  B  and  C  is  thought  to  be  about 
$820,000  annually-   Income  tax  from  the  residents  and  two 
main  groups  of  employees  v/as  calculated  separately. 

Personal  State  income  tax  obtained  from  the  present 
residents  of  the  parcels  is  estimated  to  be  $15,000. 
Based  on  information  from  the  1973  Police  List  concerning 
age  and  occupation  of  the  residents  and  average  wage  levels 
for  various  occupations*,  the  total  -mnual  income  of  the 
residents  was  estimated  to  be  approximately  $0.3  million. 
Applying  what  is  thought  to  be  the  average  effective  State 
income  tax  rate  of  5  percent**,  the  $15,000  estimate  of 
State  income  taxes  currently  paid  by  project  area  residents 
was  obtained. 


Wages  figures  for  different  occupations  were  obtained 
from  the  following  sources  and  inflated  to  1973  prices 
to  estimate  employee  income  in  the  Park  Plaza  area: 
U.S.  Dept.  of  Commerce,  Bureau  of  the  Census,  1967 
Census  of  Business,  Selected  Services  Area  Statistics,  Mass. 
U.S.  Dept. of  Commerce,  Bureau  of  the  Census,  1967  Census 
of  Business,  Retail  Trade  Area  Statistics,  Mass. 
U.S.  Dept.  of  Labor,  Bureau  of  Labor  Statistics,  Area 
Wage  Survey,  Selected  Metropolitan  Areas  1969-70, 
Bulletin  1660-91,  1971. 
** 

The  State  tax  on  regular  personal  income  is  a  flat  5%,  though 
a  portion  of  total  income,  due  to  allowances  and  deductions, 
is  not  taxable.   Certain  types  of  income  (interest,  dividends, 
etc.)  are  taxed  at  a  higher  rate.   It  is  thought,  therefore, 
that  5%  represents  a  reasonable  average  effective  rate. 
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To  estimate  the  personal  income  taxes  generated  by  the 
employees  currently  working  in  the  Park  Plaza  development 
area,  it  was  assumed  that  total  employee  compensation  of 
retail  and  service  workers  is  the  same  percentage  of  total 
retail  and  service  industry  output  as  was  found  on  the 
national  level  in  the  1963  Input-Output  Study  conducted  by 
the  U.S.  Department  of  Commerce,  Office  of  Business  Econo- 
mics.*  This  study  indicated  that  the  ratio  of  employee 
compensation  to  total  output  was  .421  for  wholesale  and 
retail  trade  and  .347  for  the  hotel,  personal,  and  business 
services  group.   The  average  of  these  coefficients,  .384, 
was  applied  to  the  total  estimated  volume  of  retail  sales 
and  certain  retail-type  service  establishments  in  Parcels 
A,  B,  and  C  and  an  estimated  employee  compensation  of 
$9.8  million  in  these  establishments  obtained.   Taxed  at 
5%,  this  income  represents  $0. 5  million  of  State  personal 
income  tax  revenues. 

Total  annual  income  of  workers  in  the  office  space  and 
miscellaneous  professional  and  business  service  establishments 
now  located  in  Parcels  A,  B  and  C  was  estimated  using 


*  Albert  J.  Walderhaug,  "The  Composition  of  Value  Added 
in  the  1963  Input-Output  Study,  "Survey  of  Current 
Business,  April  1973. 
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information  provided  in  the  relocation  report  concerning 
types  of  firms,  number  of  employees,  and  square  feet  of 
space,  and  the  wage  levels  indicated  in  the  sources  cited 
earlier.   Total  annual  income  of  this  group  of  present 
Park  Plaza  employees  is  estimated  to  be  $6.3  million  and 
to  generate,  at  the  5%   rate,  $315, OOP  of  State  income 
taxes . 
Business  Tax 

State  taxes  currently  obtained  from  the  business 
activities  located  in  Parcels  A,  B,  and  C  are  estimated  to 
total  $0.3  million  annually.   To  obtain  this  estimate,  it 
was  assumed  that,  on  the  average,  taxable  profits  represented 
8%  of  gross  business  revenues  and  that  these  are  subject  to 
an  average  effective  tax  rate  of  8  percent.* 

Current  annual  revenues  of  retail  establishments  in  the 
project  area  were  earlier  estimated  to  be  $21.1  million,  and 
certain  service  establishments  were  estimated  to  produce  an 
additional  $4.4  million.   Taxing  8%  of  these  $25.5  million 
annual  revenues  at  an  average  8%  rate  yields  $163, 200  in 
State  business  taxes  each  year. 


Different  rates  and  various  types  of  State  business  taxes 
actually  apply  to  general  corporations  and  specific  types 
of  companies  (banks,  insurance  companies,  etc.).   For 
simplicity  sake,  it  was  assumed  in  the  present  analysis 
that  all  business  firms  now  located  in  parcels  A,  B,  &  C 
are  subject  to  State  tax  and  one  rate,  8%,    thought  to  be  a 
reasonable  average  of  the  various  existing  types  of  effective 
rates,  was  used  to  derive  the  estimates  of  annual  State  tax. 
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Annual  revenue  of  the  remaining  group  of  Park  Plaza 
establishments,  office  and  certain  professional  and  business 
services,  was  calculated  on  the  basis  of  the  relationship 
between  total  output  and  employee  compensation.   A  coefficient 
was  derived  from  the  1953  Input-Output  study  which  was  thought 
to  represent  the  ratio  of  employee  compensation  to  total  out- 
put in  these  establishments.   This  coefficient,  .30*,  was  applied 
to  the  earlier  estimate  of  $6.3  million  annual  employee  income  in 
these  firms  and  their  annual  total  revenues  were  estimated  to  be 
$21  million.   Assuming  8%   of  these  gross  revenues  are  taxed 
at  an  average  8  percent  rate,  $134,400  State  business  tax 
revenues  are  now  generated  annually  by  these  establishments. 

These  calculations  and  the  resulting  estimates  of  the 
City  and  State  tax  revenues  now  produced  by  Parcels  A,  B,  and 
C  in  the  Park  Plaza  development  area  are  summarized  in  Table 
II-2. 


* 
This  coefficient,  .30,  actually  represents  an  amalgamation 
of  the  ratios  of  employee  compensation/ total  output  for 
the  finance,  insurance,  real  estate  and  business  services 
industry  groups. 
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Table  I I -2 


CITY  AND  STATE  TAX  REVENUES 
PARCELS  A,  B  AND  C  1973 


Property  Tax 


Sales  and  Meal  Tax 

Personal  Income  Tax 
Employees 
Residents 

Business  Tax 


Assessed  Value, 
Sales,  Taxable  Income 

$9.4  million 


21.1  million 


15.1  million 
0.3  million 

3.6  million 
(8%  of  $46.5 
million) 


Effective  Tax 
Rate  Applied 

$196.70/$1,000 
Assessed  Value 

3% 


5% 
5% 

8% 


Current 
Tax  Yield  * 

$1.8  million 


,6  million 

.8  million 
.3  million 


Total    $3.6  million 
Boston's  receipts  of  these  $3.5  million  of  tax  re- 
venues include   the  property  tax  and  a  portion  of  the  State 
sales  and  meal  taxes  and  the  business  and  personal  income 
taxes.   To  calculate  Boston's  receipts,  15  percent,  Boston's 
share  of  the  sales-tax-based  State  aid,  was  applied  to 
the  sales  and  meal  tax  revenues  and  11  percent,  Boston's 
share  of  the  State  population,  was  applied  to  '.he  business 
and  personal  income  taxes.   Boston's  receipts  of  the  State 
and  City  tax  revenues  now  produced  by  parcels  A,  B,  and  C 
wesK  estimated  to  be  $2  million.   The  components  are  shown 
in  Table  II-3. 


*  Figures  do  not  add  due  to  rounding. 
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Table  I I -3 

BOSTON'S  RECEIPTS  OF  TAX  REVENUES  NOW 
PRODUCED  BY  PARCELS  A,  B  AND  C 

Share  Receipts 

Property  Tax                  100%  $1.8  million 

Sales  and  Meal  Tax            15%  .1  million 

Personal  Income  Tax           11%  .1  million 

Business  Tax  11%  


Total     $2.0  million 

Public  Costs  of  Park  Plaza  Area  Unimproved  in  1973 

The  area  in  the  proposed  Park  Plaza  development 
currently  entails  public  costs  to  the  City  estimated  at 
$1.5  million.   In  computing  these  public  costs,  it  was 
assumed  that  certain  public  costs  of  Parcels  A,  B,  and  C 
with  their  present  non-residential  character,  are  best 
represented  by  the  share  of  the  parcels  in  the  total 
City  assessed  value  of  taxable  property.   The  Park  Plaza 
development  area  paid  an  estimated  $1.8  million  in  property 
taxes  in  1972,  in  comparison  with  the  city-wide  total  of 
$337  million.   The  $1.8  million  paid  represented  .53%  of 
the  city  total.   This  coefficient  of  0.53%  was  used  in 
computing  the  following  direct  public  costs: 
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Police  Protection  Capital  Cost  -  E25* 

Police  Protection  Operating  Cost  -  E26 

Fire  Protection  Capital  Cost  -  E27 

Fire  Protection  Operating  Cost  -  E28 

Water  Supply  Capital  Cost  -  E36 

Water  Supply  Operating  Cost  -E37 

Sewerage  Capital  Cost  -  E3  9 

Sewerage  Operating  Cost  -  E40 

Surface  Transportation  System  Capital  Cost    E49 

Surface  Transportation  System  Operating  Cost 


The  current  project  area  contains  many  buildings  of 
non-fireproof  construction,  an  inadequate  street  system, 
and  several  bars  on  the  police  list  of  most  troublesome 
night  spots.   Though  these  represent  real  costs  to  the  City, 
they  have  not  been  included  in  the  estimates  here  presented. 

Other  costs  were  estimated  on  a  per  capita  basis. 

This  was  done  in  the  following  cases: 

Health  Service  System  Capital  Investment  Costs  -  E20 

Health  Service  System  Operating  Costs  -  E21 

Parks  Capital  Expenses  -  E30 

Parks  Operating  Expenses  -  E31 

Cultural  Services  Operating  Expenses  -  E32 

Solid  Waste  System  Operating  Expenses  -  E3  9 

Transit  System  Capital  Investment  Costs  -  E46 

Transit  System  Operating  Expenses  -  E47 

In  addition.  General  Municipal  Government  Costs,  both 

operating  and  capital,  were  also  estimated.   These  were 


Designation  numbers  are  those  used  in  Environmental 
Impact  Statement-Park  Plaza  Urban  Renewal  Project, 
Saratoga  Associates,  May  1973. 
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calculated  on  the  basis  of  the  relationship  between  General 

Municipal  Government  costs  to  direct  costs  estimated  in  the 

first  year  after  completion  of  Park  Plaza.   See  Chapter  IV, 

Table  IV-1.   Following  is  a  summary  of  the  estimating  base 

for  each  public  cost  category. 

Housing  Capital  Investment  Costs  -  El6 
Housing  Subsidy  Expenses  -  El7 

Because  the  area  currently  does  not  contain  any  public 

housing,  no  current  costs  are  attributable  to  public  housing 

capital  investment  costs  or  subsidy  costs. 

Educational  System  Capital  Investment  Costs  -  El8 
Educational  System  Operating  Expenses  -  El9 

No  children  of  school  age  presently  live  in  the 

area,  hence  no  education  costs  are  attributable. 

Health  Service  System  Capital  Investment  Costs  -  E20 
Health  Service  System  Operating  Expenses  -E21 

There  are  currently  three  people  in  the  project  area 
over  age  62*.   Following  the  same  assumpti  .^n  used  in  pro- 
jecting Park  Plaza's  1983  cost,  a  figure  of  9  qualifying 
people  using  12  patient  days  can  be  applied.   Twelve 
patient  days  at  $100  per  day  =  $1,200.   Allowing  for 
treatment  at  private  hospitals,  a  figure  of  $600  is  used 
as  the  estimated  operating  costs.   Because  of  the  small 
number  of  people  in  the  area  over  62,  the  estimated  impact 


Source:   1973  City  of  Boston  Po' ice  List 
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on  capital  investment  costs  for  public  health  service 

systems  is  negligible. 

Social  Service  System  Capital  Investment  Costs  -E22 
Social  Service  System  Operating  Expenses  -E23 
Cultural  Services  Capital  Investment  Costs  -e24 

No  costs  are  currently  attributable  to  any  of  the 

above . 

Police  Protection  Capital  Investment  Costs  -E25 
Fire  Protection  Capital  Investment  Costs  -E27 

In  1973,  $819,000  was  estimated  for  police  department 
capital  investment  costs  city-wide.   The  area's  share  of  these 
costs  based  on  .53%  as  its  share  of  City  assessed  value  of 
taxable  property,  is  estimated  at  $4,340  in  1973. 

Fire  Department  capital  expenditures  in  1973  are  esti- 
mated at  $545,000  city-wide,  for  a  project  area  share  of 
$2,893. 

P'-'lice  Protection  Operating  Expenses  -E26 
Fire  Protection  Operating  Expenses  -E28 

1973  Police  operating  expenses  are  estimated  at 
$44,589,000  city-wide.   Using  .53%  as  the  area's  share, 
operating  costs  would  be  $235,321. 

1973  Fire  protection  operating  expenses  are  estimated 
at  $29,726,000.  The  area's  1973  share  for  Fire  Department 
operating  expens   is  estimated  at  $157,547. 
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Parks  Capital  investment  Costs  -E30 

197  3  Park  and  Recreation  programmed  capital  expenditures 
are  estimated  at  $8,500,000  or  $13.26  per  person  with  a 
population  of  641,000.   For  the  project  area,  with  an  esti- 
mated daytime  population  of  1,541,  the  estimated  cost  is 
$20,433  in  1973. 
Parks  Operating  Expenses  -E31 

1973  Parks  and  Recreation  Operating  expenses  city-wide 
are  estimated  at  $7,5000,000.   The  area's  share  based  on  the 
daytime  population  of  1,541  is  $18,029.   Adding  a  factor  of 
two  because  of  the  area's  proximity  to  the  Common  and  the 
Public  Garden,  this  share  would  rise  to  $36,058. 
Cultiiral  Services  Operating  Expenses  -E32 

The  1972  Summerthing  operating  budget  was  $463,000  or 
62  cents  per  person.   The  area's  share  with  41  permanent 
residents  is  $25. 
Solid  Waste  System  Capital  Investment  Costs  -E33 

No  costs  are  currently  attributable  to  the  area. 
Solid  Waste  System  Operating  Expenses  -E3  9 

1972  weekly  trash  collection  charges  for  the  area 
averages  to  $18.61  per  year  per  resident.   Trash  collection 
costs  for  the  41  residents  are  $763  annually. 
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Water  Supply  Capital  Investment  Costs  -E36 
Sanitary  Sewerage  Capital  Investment  Costs  -E39 

The  1973  capital  expenditure  program  for  water  is 
$1,500,000.   The  project  area's  share  of  this  is  estimated 
at  $7,950. 

The  1973  sewer  capital  expenditure  program  is  estimated 
at  $1,650,000  with  the  project  area  share  of  $8,745. 
Water  Supply  Operating  Expenses  -E37 

Boston's  1973  water  operating  cost  for  water  supply  is 
estimated  at  $19,946,000.   The  project  area  share  of  .53%  was 
used  to  determine  the  attributable  cost  in  1973  as  $105,715. 
Sewerage  Operating  Expenses  -E40 

The  1973  estimated  sewerage  operating  cost  is  estimated 
at  $19,946,000  city-wide.   Applying  the  same  factor  of  .53%, 
the  area's  share  of  operating  cost  is  $57,651. 
Storm  Drainage  Operating  Expenses  -E42 

No  costs  are  estimated. 
Transit  System  Capital  Investment  Costs  -E46 

Improvements  of  $88  million  have  been  programmed  for  the 
Green  Line.   It  is  assumed  that  the  area  generates  at  least 
2%  of  all  Green  Line-  trips  and  on  that  basis  a  cost  can  be 
imputed  to  the  project  area  as  its  share  of  the  $88  million. 
This  would  be  2%  of  the  $88  million  or  $1,760,000.   This 
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cost  has  been  spread  out  over  20  years  for  a  197  3  capital 

expenditure  cost  of  $88,000. 

Transit  System  Operating  Expenses  -E47 

The  project  area  currently  generates  some  1,600  Green 
Line  passengers.   Using  the  1970  MBTA  ridership  and  opera- 
ting costs,  the  average  operating  cost  per  passenger  is  71 
cents.   Roughly  15  percent  of  the  Green  Line  riders  pay  a 
25  cent  fare  for  a  subsidy  cost  of  46  cents  or  $110  per 
day.   Some  85  percent  of  the  riders  would  pay  a  45  cent 
fare  for  a  subsidy  cost  of  26  cents  per  fare  or  $354  per 
day.   Total  per  day  cost  is  $464.   Assuming  250  workdays, 
this  entails  an  annual  operating  cost  of  $116,000. 

Surface  Transportation  System  Operating  Expenses  --£49 
Surface  Transportation  System  Capital  Expenses 

Operating  expenses  for  the  Public  Works  Department  in 
1973  are  estimated  at  $12,460,000.   The  project  area's 
share  of  this  is  .53%  or  $66,038. 

Estimated  capital  expenditures  for  the  Department  of 
Public  Works  in  1973  are  $5,650,000  for  an  estimated  project 
area  share  of  $29,945. 
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Table  II-3 

SPECIFIC  PUBLIC  COSTS  FOR  PARK  PLAZA  AREA  PUBLIC  SERVICES  AND  FACILITIES  (1973) 

(Thousands  of  Dollars  at  1973  Prices) 


Services  &  Facilities 


Public  Housing 

Public  Educational  System 

Public  Health  Service 
System 

Public  Police  Protection 

Public  Fire  Protection 

Public  Parks  Expense 

Public  Cultural  Services 

Public  Solid  Waste  System 

Public  vfater  Supply 

Public  Sewerage 

Public  Transit  System 

Public  Surface  Trans- 
portation System 

Direct  Costs,  Sub-Total 

General  Municipal 
Government  Costs  404  116         520 

Public  Costs  for  Service 
and  Facilities,  Total      $1,181         $278      $1,459 


Operating 

Capital 

Total 

Costs 

Costs 
0 

Costs 

0 

0 

0 

0 

0 

1 

0 

1 

236 

4 

240 

157 

3 

160 

36 

20 

56 

* 

0 

* 

1 

0 

1 

106 

8 

114 

58 

9 

67 

116 

88 

204 

66 

30 

96 

111 

162 

939 

*  =  less  than  $500. 


III-l 


III.  PARK  PLAZA:   TAX  REVENUE  BENEFITS  IN  THE  FIRST  YEAR  AFTER 
COMPLETION,  1983 

Park  Plaza  will  generate  tax  revenue  benefits,  direct 
and  indirect,  for  both  the  City  and  the  State.   Tax  bene- 
fits will  flow  from  the  business  enterprises,  the  residents 
and  the  workers  in  Park  Plaza.     Through  purchases  made  by 
the  firms,  the  residents,  and  workers.  Park  Plaza  will  also 
stimulate  other  sectors  of  the  City's  economy,  increase 
profits  and  wages,  and,  thereby,  indirectly  generate  addi- 
tional tax  revenues. 

City  and  State  tax  revenue  flowing  directly  and  in- 
directly from  Park  Plaza,  in  the  year  following  completion, 
are  projected  to  range  between  $29.8  and  $31.7  million. 
Boston's  share  of  these  taxes,  comprising  the  property  tax 
and  a  portion  of  the  State  tax  receipts,  is  expected  to 
be  $12.2  to  $14.1  million,  leaving  net  receipts  of  $17.6 
million  for  the  State.   A  description  of  the  sources  and 
methods  used  to  estimate  the  components  of  these  direct 
and  indirect  tax  revenue  benefits  follows. 
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Tax  Revenue  Benefits  Generated  Directly  by  Park  Plaza 

Anticipated  City  and  State  tax  revenues  which  will 
be  generated  directly  from  the  properties  and  buildings, 
business  activity,  residents  and  workers  in  Redevelop- 
ment Parcels  A,  B,  and  C  (Reuse  Parcels  1,  2,  and  3)  of 
the  Park  Plaza  Project,  in  the  year  following  completion 
of  the  development  project,  were  estimated.   Projected 
revenues,  including  the  yields  of  property  taxes,  sales, 
meal,  and  room  occupancy  taxes,  business  taxes,  and  the 
taxes  on  personal  income  earned  by  both  residents  and 
workers  in  the  Park  Plaza  area,  total  $18.8  to  $20.7 
million  for  the  City  and  State.   Boston's  share  of  these 
revenues  is  expected  to  be  $7.1  to  $9.0  million,  leaving 

the  State  with  $11.7  million  of  the  revenue  generated. 
Property  Taxes 

Property  taxes  which  will  be  generated  directly  by  Park 

Plaza  were  calculated  on  a  percentage-of-gross- income  basis 

for  each  component  of  the  project  except  the  hotel,  for  which 

the  more  typical  tax-per-room  approach  was  applied.   Two 

estimates,  based  on  different  assumptions  concerning  rent 

levels  and  occupancy  rates,  were  obtained.   These  estimates 


I 
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of  property  tax  revenue  yield,  $5.6  million  and  $7.5 
million,  at  the  current  tax  rate,  indicate  the  sensiti- 
vity of  future  Park  Plaza  property  tax  revenues  to  the 
productivity,  rentals  and  occupancy  rate  of  the  properties 
in  the  project  area  and  the  difficulties  of  projecting 
future  tax  revenues  from  the  project  at  this  time. 

Two  possible  sets  of  rental  structures  were  hypothe- 
sized, one  slightly  higher  than  the  other,  and  were  applied 
to  the  space  and  dwelling  unit  project  specifications  to 
estimate  gross  rentals  for  the  office,  retail,  residential, 
and  parking  components  of  the  project.   Tax  revenues  were 
computed  by  adjusting  gross  rentals  for  vacancy  factors 
and  applying  a  20  percent  tax  rate  to  the  retail,  office, 
residential  and  parking  figures,  and  a  per-room  tax  to 
the  hotel  component.   The  calculations  and  assumptions 
involved  and  the  resulting  estimates  of  property  tax  revenues 
are  shown  in  the  following  tables.  (See  Table  III-lA  and  IB.) 
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Table  III-l 

PROPERTY  TAX  YIELD  ALTERNATIVES  OF  PARK  PLAZA 
IN  THE  FIRST  YEAR  AFTER  COMPLETION,  1983 

A.  Tax  Yield  A 


Project 

Component 


Retail  - 
500,000  sq.ft. 

Office  - 
1.1  million  sq.ft. 

Residential  - 
1,650  dwelling  units 

Parking  Facilities  - 
3,000  spaces 

Hotel-800  rooms  plus 
related  retail 
space  ^ 


Annual 

Average  Rent  per 

Sq.Ft./P.U./Space' 

$11.75 


11.75 


6,000 


$1,000 


Total  Annual 


Estimated 
Annual  Taxes 


Gross  Rental   (20%  of  Gross  Rental) 


$4.5  million 


9.9  million 


8.9  million 


2.7  million 


Total 


$ . 9  million 


2.0  million 


1.8  million 


.5  million 


.4  million 


$5.6  million 


Projected  retail  and  office  space  was  adjusted  to  reflect 
"rentable"  space  assumed  to  be  85%  of  total. 

Projected  gross  rental  income  for  retail,  office,  residential 
and  parking  was  adjusted  to  reflect  90%  occupancy  rate. 


Assumes  an  annual  tax  of  $500  per  room. 
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Table  Ill-l  (Continued) 


B.  Tax  Yield  B 


Project 
Component 


Annual 


Estimated 
Annual  Taxes 


Average  Rent  per   Total  Annual 
Sq.Ft./P.U./Space    Gross  Rental   (20%  of  Gross  Rentals) 


Retail  - 
500,000  sq.ft. 


$13.75 


$5.8  million 


$1.2  million 


Office  - 
1.1  million  sq.ft. 


13.75 


12.2  million 


2.5  million 


Residential  - 
1,550  dwelling  units 


7,200 


11.3  million 


2.3  million 


Parking  Facilities  - 
3,000  spaces 

c 
Hotel   - 

800  rooms  plus 

related  retail  space 


1,250 


3.6  million 


Total 


.7  mill. 


$1.5 
Mill, 


,8  million 


$7-5  million 


Projected  retail  and  office  space  was  adjusted  to  reflect 

"rentable"  space  assumed  to  be  85%  of  total. 
) 

Projected  gross  rental  income  for  retail,  office,  residential 
and  parking  was  adjusted  to  reflect  a  95%  occupancy  rate. 


Assumes  an  annual  tax  of  $1,000  per  room. 
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Sales,  Meal,  and  Occupancy  Tax 

State  sales,  meal,  and  occupancy  taxes  associated  with 
the  activities  which  will  be  located  in  Stage  I  of  Park  Plaza 
were  estimated  by  utilizing  the  sales  and  revenue  projections 
contained  in  the  retail  and  hotel  market  studies  which  were 
conducted  for  the  project. 

Based  on  the  Gladstone  "Retail  Opportunities"  study 
and  other  sources,  productivity  levels  of  $145  sales  per  square 
foot  can  be  expected  for  the  retail  space  in  the  Park  Plaza 
A,  B^  and  C.  parcels.*  Assuming  a  90%  occupancy  rate,  the 
500,000  square  feet  of  retail  space  programmed  for  the  first 
stage  of  development  should  generate  $65%  million  retail 
salas  in  the  first  year  after  project  completion.   Applying 
the  3%  sales  tax  rate,  the  projected  volume  of  sales  should 
produce  almost  $2  million  of  State  sales  tax  revenues. 
Though  clothing  sales,  which  are  exempt  from  the  3%   sales  tax, 
will  account  for  a  portion  of  the  total  retail  sales,  some  of 
the  Park  Plaza  retail  space  will  be  occupied  by  restaurants  whose 
sales  will  be  partly  subject  to  the  higher  (5%)  meal  and  alcoholic 
beverage  tax  rates.   The  3%   rate  was  therefore  thought  to  reflect 
the  average  rate  which  might  apply  to  total  Park  Plaza  retail  sales. 

According  to  the  Helmsley-Spear  "Proposed  Park  Plaza 
Hotel"  report,  an  average  room  charge  of  $45  and  a  vacancy 


* 
Gladstone  Associates,  Retail  Opportunities:   Park  Plaza 


Site,  prepared  for  Boston  Urban  Associates,  August  1971, 
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rate  of  25  percent  can  be  expected  for  the  hotel  to  be 

* 
constructed  in  Stage  I.    Under  these  criteria,  roughly 

600  of  the  800  rooms  proposed  for  the  hotel  will  be  oc- 
cupied on  an  average  and  the  room  charges  generated  daily 
by  the  entire  hotel  should  be  about  $27,000.   Annually, 
these  room  charges  should  amount  to  $9.86  million,  which 
would  generate,  at  the  5.7  percent  rate,  $560,000  in  state 
hotel  occupancy  taxes.   The  20,000  or  so  square  feet  of  res- 
taurant and  cocktail  lounge  space  in  the  hotel,  plus  the  ban- 
quet and  entertainment  facilities,  should  generate  an 
additional  $3  million  sales  which  would  add  another 
$150,000  annually  to  State  revenues  from  meal,  alcoholic 
beverage  and  cigarette  taxes.   See  Table  III-2. 

Table  III-2 

SALES,  MEAL,  AND  ROOM  OCCUPANCY  TAX  DIRECTLY  ASSOCIATED 
WITH  STAGE  I  OF  PARK  PLAZA 


Annual  Average 

Total  Annual 

Estimated 

Stage  I  Project 

Sail 

es/Sq. 

Ft., 

Sales  and 

Applicable 

Annual 

Component 

Ch. 

arges/Room 

Room  Charges^ 

Tax  Rate 

Taxes 

Retail- 

500,000  sq.ft. 

$145 

$65.25  Mill. 

3.0% 

$1.96  Millions 

Hotel-800  Rooms 

45 

9.86  Mill. 

5.7% 

560,000 

20,000  sq.  ft. 

restaurant  plus 

banquet,  enter- 

tainment facil. 

145 

3.0   Mill. 
Total  Tax  Revenue 

5.0% 

150,000 
$2.7   Millions 

a 
Adjusted  for  90%  occupancy  of  retail  space  and  75%  of  hotel  rooms. 

Helmsley-Spear,  Inc.,  Hospitality  Division,  Proposed  Park  Plaza 
Hotel :  Boston,  Mass.,  prepared  for  Boston  Urban  Associates,  July  1971. 
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Personal  income  Tax 

To  estimate  the  state  income  tax  revenues  which  will 
be  derived  from  Park  Plaza  residents,  it  was  assumed  that 
their  income  distribution  will  be  identical  to  that  of  the 
residents  of  Charles  River  Park,  Prudential  Towers,  and 
Harbor  Towers,  as  surveyed  by  the  Boston  Redevelopment 
Authority*  and  Gladstone  Associates**.   By  applying  this 
distribution,  adjusting  for  a  90%  occupancy  rate,  and 
adding  a  factor  for  growth  in  real  income,  the  total  income 
of  Park  Plaza  rssidents  was  determined.   A  tax  rate  of  5 
percent  was  applied  to  the  total  income  figure  to  obtain 
the  estimate  of  State  income  taxes  that  would  be  paid  by 
Park  Plaza  residents  in  the  year  following  completion 
of  Stage  I.   This  estimate  is  $2  million. 


Thomas  O'Brien  and  Kathi  Rook,  Boston  Redevelopment 
Authority,  The  Prudential  Towers  and  Charles  River  Park 
Apartments;   The  Effect  of  High  Rise  on  Boston's  Population, 
July  1970. 
** 

Gladstone  Associates,  Luxury  Rental  Opportunities: 
Park  Plaza  Site,  prepared  for  Boston  Urban  Associates, 
July  1971. 
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An  estimate  was  made  of  the  income  tax  which  the  State 
will  obtain  from  the  employees  who  will  work  in  the  1.1 
million  square  feet  of  Park  Plaza  office  space,  by  applying 
a  90%  occupancy  factor  and  a  coefficient  of  225  square  feet 
per  worker,  and  by  assuming  that  the  occupational  composition 
and  household  income  distribution  of  workers  will  resemble 
that  of  similar  office  buildings  in  Boston.   Employee  income 
was  computed  by  applying  the  income  distribution  found  in  a 
recent  survey  of  Boston's  office  workers  and  adjusting  for 
real  income  growth.*   Total  Park  Plaza  office  employee  income 
was  estimated  to  be  $90  million,  which,  at  a  tax  rate  of  5 
percent,  should  yield  $4.5  million  in  State  income  taxes. 

Income  tax  yields  which  will  be  generated  by  the  retail 
and  hotel  employees  in  Park  Plaza  was  estimated  by  assuming 
that  total  employee  compensation  will  be  the  same  percentage 
of  total  output  as  is  reported  in  the  national  Input-Output 
study  conducted  in  1963  by  the  U.S.  Department  of  Commerce, 
Office  of  Business  Economics.**   (The  ratio  of  employee 


Survey  Research  Program,  University  of  Massachusetts, 
Boston,  survey  of  office  workers  performed  during  January,  1973, 
for  the  Boston  Redevelopment  Authority. 
** 

Albert  J.  Walderhaug,  "The  Composition  of  Value  Added  in 
the  1963  Input-Output  Study",  Survey  of  Current  Business,  Wash- 
ington, D.C.,  April  1973. 
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compensation  to  total  output  in  the  hotel  and  personal 
services  industry  was  .347  and  the  ratio  for  the  entire 
trade  industry  was  .421.)   Using  projected  sales  to  approx- 
imate total  output,  -the  total  amount  of  employment  compen- 
sation, in  the  retail  component,  of  Stage  I  was  estimated  to 
be  $27  million,  and,  in  the  hotel  component,  was  calculated 
to  be  $4  million.   The  $31  million  total  employee  compensa- 
tion in  the  retail  and  hotel  components  of  Park  Plaza 
should  generate,  at  the  5  percent  tax  rate,  about  $1. 5 
million  in  State  income  tax. 

Taxes  on  the  profits  of  developers  of  the  Park  Plaza 
project  will  provide  an  additional  source  of  State  revenues. 
Since  there  is  a  good  possibility  that  a  121A  Urban  Redevelop- 
ment Corporation  will  be  established  to  carry  out  the  pro- 
ject, stipulations  of  the  State  121A  law  were  utilized  to 
estimate  taxable  income  and  expected  tax  revenues. 

According  to  State  law,  no  more  than  90  percent  of 
the  cost  of  a  12 lA  project  can  be  raised  by  borrowing  and 
the  remainder  may  be  raised  by  sale  of  stock  of  the  cor- 
poration.  Stockholders  of  a  12 lA  corporation  are  limited 
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to  a  6  percent  annual  return  on  the  par  value  of  the 
stock.   Assuming  that  borrowing  will  finance  the  allow- 
able maximum  of  90  percent  of  the  $260  million  total  Park 
Plaza  cost,  $26  million  would  be  the  par  value  of  the 
maximum  amount  of  stock  which  could  be  issued  to  raise  the 
other  10  percent  of  total  costs.   Stockholders  would  be 
limited  to  a  5  percent  return  of  $1.56  million  on  the  $26 
million  total  par  value.   Taxed  at  the  9  percent  rate 
applicable  to  dividends,  this  dividend  income  of  the  Park 
Plaza  12 lA  shareholders  would  produce  approximately 
$140,000  of  State  revenues  in  the  year  following  completion 
of  the  project. 

Total  personal  income  taxes  which  will  be  contributed 
to  the  State  by  persons  who  will  live  or  work  in  Park  Plaza 
and  shareholders  of  the  12 lA  Corporation,  upon  completion 
of  Stage  I,  are  approximately  $8.2  million.   See  Table  111-3 
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Table  III-3 

STATE  INCOME  TAXES  DIRECTLY  ASSOCIATED 
WITH  STAGE  I  OF  PARK  PLAZA 


Total  Estimated  Income  Assumed  Average 


Stage  I 


of.  Employee  and 


Project  Component   Resident  Households 

$40  million 


Residential- 1650 
dwelling  units 


Office-1.1  million 
sq.ft. 

Retail-500,000 
sq.ft. 

Hotel-800  rooms 
plus  restaurants, 
banquet,  enter- 
tainment facili- 
ties-20,000  sq.ft. 


90  million 


27  million 


Effective 
Tax  Rate 


5% 


5% 


5°/o 


Estimated 
Annual 
Taxes 


$2  million 


4.5  million 


1.35  million 


4  million 


5% 


2  million 


121A  Corporation 
Shareholders 


1.56  million 


9% 


Total  Tax  Revenue 


140,000 


$8.2  million 


Estimates  account  for  90%  occupancy  factor  and  price  change. 
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Business  Tax 

Most  of  the  revenues  generated  from  the  expected  levels 
of  economic  activity  in  Park  Plaza  will  be  subject  to  State 
business  taxes  of  some  form,  i.e.,  taxes  on  general  corporate 
business,  security  corporations,  insurance  companies,  savings 
institutions  and  commercial  banks.   A  rough  estimate  was  made 
of  the  total  business  taxes  which  will  be  generated  directly 
by  Park  Plaza  by  assuming:   a)  that  practically  all  business 
in  the  project  area  will  be  subject  to  some  form  of  State 
taxation;   b)  that  taxable  returns  or  net  income  of  these 
firms  will  average  about  8  percent;   and  c)  that  this  return 
will  be  subject  to  an  effective  State  business  tax  rate 
averaging  8  percent. 

The  expected  sales  volume  of  the  retail  space  and 
hotel,  as  mentioned  earlier,  is  expected  to  be  about  $78 
million  in  the  first  year  after  completion  of  Stage  I. 
Assuming  8  percent  of  this  represents  taxable  net  income 
which  is  subject  to  an  8  percent  tax  rate,  the  State  tax 
revenues  which  will  be  contributed  by  the  firms  engaged 
in  the  retail  and  hotel  activities  will  be  roughly  $.5 
million. 
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It  can  be  assxamed  that  the  types  of  firms  which  will 
locate  in  the  Park  Plaza  office  space  will  resemble  those 
in  the  Prudential  and  Government  Center  office  buildings. 
Many  will  serve  as  headquarters  or  provide  personal  and 
business  services  and  a  large  number  will  fall  under  the 
finance,  insurance,  real  estate  industry  category.   The 
national  Input-Output  information  was  again  utilized, 
this  time  to  convert  the  estimate  of  total  employment 
compensation  associated  with  the  Park  Plaza  office  space 
to  an  estimate  of  the  related  output  of  the  firms  located 
there.   According  to  the  OBE  study,  employee  compensation  in 
finance  and  insurance  was  .412  of  total  output,  in  business 
services  it  was  .278,  and  for  real  estate  it  was  .017.   A 
middle-range  ratio  of  .30  was  thought  to  be  appropriate 
for  the  expected  Park  Plaza  office  space  industry  mix  and 
was  applied  to  the  total  employee  compensation  figure, 
earlier  estimated  to  be  $85  million.   Total  output  or  gross 
revenues  of  the  firms  located  in  the  Park  Plaza  office  space 
was  calculated  in  this  way  to  be  $280  million.   Assuming 
that  8  percent  of  these  revenues  are  net  taxable  income 
and  that  the  8  percent  tax  rate  applies.  State  business 
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taxes  that  are  expected  from  the  Park  Plaza  office  space 
will  amount  to  approximately  $1.8  million. 

Total  State  business  income  taxes  which  will  be  gen- 
erated directly  by  firms  which  will  be  operating  in  the 
Park  Plaza  Stage  I  area  are  $2.3  million.    See  Table  III-4, 


Table  I II -4 

STATE  BUSINESS  TAX  DIRECTLY  ASSOCIATED 
WITH  STAGE  I  OF  PARK  PLAZA 


Assumed  Average 


Stage  I 
Project  Component 

Retail-500,000 
sq.  ft. 

Hotel-800  rooms 

Restaurants, 
Banquet,  Enter- 
tainment Facil- 
ities-20,000 
sq.  ft. 


Anr 

lua] 

L 

Ta3 

<ab" 

Le 

Effect 

:ive 

Estimated 

Revenues^ 

IncO'net> 

Tax  Rate 

Annual 

Taxes 

$65. 

.25 

M. 

$5, 

.22 

M. 

8% 

$   420, 

,000 

9, 

.86 

M. 

.79 

M. 

8% 

60, 

,000 

3.0   M. 


Office-1.1  million 
sq.  ft.  280.0   M. 


24  M. 


22.4   M. 


Q% 


Q% 


Total  Tax  Revenue 


20,000 


1.8  million 


$2.3  million 


Adjusted  for  assumed  occupancy  factors 


Assumed  to  be  8%  of  total  revenues. 
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The  City  and  State  taxes  which  will  be  directly 
generated  by  Stage  I  of  Park  Plaza  can  be  summarized  as 
follows.   See  Table  III-5. 


Table  III-5 


SUMMARY  OF  PROJECTED  CITY  AND  STATE  TAX  RECEIPTS  GENERATED  DIRECTLY 

(Millions  of  Dollars) 


Property  Tax 
Tax  Yield  A 


$5.6 


Tax  Yield  B  '^ -^ 

Sales,  Meal  and  Occupancy  Tax  2.7 

Personal  Income  Tax  8'2 

Business  Tax  2-  ^ 

Total  with  Tax  Yield  A       $18.8 
Total  with  Tax  Yield  B       $20.7 

Boston's  expected  receipts  of  these  total  City  and  State 
taxes  include   the  property  tax  revenues  and  a  share  of  the 
State  revenues  from  the  other  taxes.   It  was  assumed  that 
Boston  will  receive  roughly  15  percent  (Boston's  sales  tax 
based  State  aid  share)  of  the  State  meal,  sales,  and  room 
occupancy  tax  revenues  and  11  percent  (Boston's  share  of 
total  State  population)  of  the  business  and  personal  income 
taxes.   Boston's  expected  receipts  of  Park  Plaza  tax  revenues 
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were  then  calculated  and  totals  of  $7.1  to  $9.0  million  obtained, 
See  Table III-6. 


Table  111-6 

BOSTON'S  EXPECTED  RECEIPTS  OF  THE  TOTAL  STATE  AND  LOCAL  TAXES 

TO  BE  GENERATED  DIRECTLY 

(Millions  of  Dollars) 

Property  Tax 

Tax  Yield  A  $5.6 

Tax  Yield  B  7.5 

Share  of  State  Sales,  Meal,  and 
Room  Occupancy  Tax  .4 

Share  of  State  Business  and  Personal 

Income  Tax  1 . 1 

Total  with  Tax  Yield  A  $  7.1 

Total  with  Tax  Yield  B  $  9.0 


Boston's  tax  yield  from  revenues  directly  associated 
with  the  Park  Plaza  project  at  the  completion  of  Stage  I 
is  thus  expected  to.be  between  $7.1  and  $9.0  million.   The 
remainder  of  the  total  City  and  State  taxes  directly  generated 
by  the  project  represents  revenues  to  be  received  by  the  State 
($11.7  million) . 

Indirect  Tax  Revenue  Benefits 

in  addition  to  the  tax  revenues  to  be  generated  directly 
by  park  Plaza,  by  the  individuals,  establishments,  and 
business  activity  in  the  project  area.  Park  Plaza,  through 
sales  and  purchases  from  other  sectors,  will  have  an 
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indirect  impact  on  the  rest  of  Boston's  economy  and  will 
expand  tax  revenues  by  increasing  sales,  business  revenues, 
and  personal  income  in  other  sectors.    Park  Plaza  will  also 
stimulate  improved  utilization  of  land  in  areas  surrounding 
the  project,  a  pattern  which  has  accompanied  other  major 
redevelopment  projects  in  downtown  Boston.   Better  use  of 
the  land  will  be  reflected  in  higher  market  values  and 
assessments,  and  increases  in  the  City's  property  tax 
revenues.    Park  Plaza,  in  other  words,  will  have  reper- 
cussions on  the  City's  economy  and  tax  revenues  which 
will  extend  beyond  the  project  boundaries. 

To  generate  the  retail  sales  and  business  activity 
which  will  occur  in  the  Park  Plaza  area,  the  firms  engaged 
in  these  activities  will  make  purchases  of  materials 
and  services  from  other  firms  which,  in  turn,  will  make 
purchases  from  still  other  firms,  and  so  on.   In  this  way. 
Park  Plaza,  in  addition  to  its  direct  impact,  will  produce 
a  ripple-like  effect  which  may  extend  through  many  series 
and  rounds  of  transactions.   Tracing  these  effects  for  each 
round  and  industry  would  be  a  very  laborious  task  if  done 
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by  hand.   Fortunately,  Input-Output  analysis  does  just 
this  and  the  Office  of  Business  Economics  1953  study  of 
the  national  economy  facilitates  the  calculation  of  total 
direct  and  indirect  impacts.* 

Part  of  the  information  produced  by  the  OBE  study 
was  a  total  requirements  table,  essentially  an  82  by  82 
matrix  showing  each  industry ' s  total  direct  and  indirect 
input  requirements  needed  to  produce  one  dollar's  worth 
of  output  for  delivery  to  final  demand.   The  sales,  re- 
venue and  rental  figures  estimated  earlier  for  the  retail, 
hotel,  office,  and  apartment  components  of  Park  Plaza  were 
assumed  to  be  essentially  the  equivalent  of  final  demand. 
The  coefficients  in  the  OBE ' s  total  requirements  table 
were  used  to  determine  the  total  direct  and  indirect  inputs 
from  other  industries  which  would  be  required  to  support 
these  levels  of  output  or  final  demand.   In  this  way,  it  was 
determined  that  the  $68.25  million  of  retail  sales,  the  $9.86 
million  hotel  revenues,  the  $10.69  total  apartment  rentals, 
and  the  $280  million  business  income  associated  with  the 
office  space  in  Park  Plaza  represent  not  only  a  direct 


"Input-Output  Structure  of  the  U.S.  Economy:   1963".. 
Survey  of  Current  Business,  Washington,  D.C.  November  1959. 
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demand  totalling  $369  million,  but  imply  an  additional 
indirect  impact  of  $303  million. 

This  $303  million  comprises  business  revenues  which 
will  be  subject  to  the  same  business  taxes  as  the  revenues 
directly  generated  in  the  Park  Plaza  area.   Assuming,  as  was 
done  before,  that  8  percent  of  total  revenues  represents 
taxable  income  which  will  be  taxed  at  an  average  rate  of  8 
percent,  this  additional  $303  million  indirectly  generated 
by  the  existence  of  Park  Plaza  can  be  expected  to  produce 
$1.94  million  in  business  tax  revenues  in  the 
first  year  following  completion  of  Stage  I  of  Park  Plaza. 
See  Table  III-7. 

This  analysis  of  the  indirect  impact  is  carried  a 
step  further  by  estimating  the  additional  employee  compen- 
sation and  personal  income  taxes  which  will  be  indirectly 
associated  with  Park  Plaza.   The  total  amount  of  employee 
compensation  associated  with  each  major  component  of  the 
business  revenues  which  will  be  indirectly  generated  by  the 
activities  to  be  located  in  Park  Plaza  was  estimated  by 
using  the  ratios,  developed  by  OBE  from  their  input-output 
information,  of  employee  compensation  to  total  output  in 
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appropriate  industries.   These  amounts  represent  $94 
million  of  personal  income  which,  taxed  at  a  5  percent 
rate,  will  produce  $4.59  million  more  in  tax  revenues 
for  the  State. 

Table  iil-7 


STATE  BUSINESS  TAX  INDIRECTLY  ASSOCIATED 
WITH  PARK  PLAZA 
(Millions  of  Dollars) 
Additional  Inputs 
From  Other  Industries    Taxable  Income   Estimated 


Annual 


Required  for  this 


(8%  of  the 


Annual 

h 


Project  Component   Revenues    Level  of  Final  Demand  Additional  Inputs)   Taxes 

Retail-500,000 
sq.ft.  plus  hotel 
restaurants,  ban- 
quet, entertain- 
ment facilities 


Hotel-800  rooms 

Office-1.1  million 
sq.  ft. 

Residential-1,650 
dwelling  units 


$68.25 


9.86 


280.0 


10.69 


$34.51  $2.76 


6.96  .56 


256.16  20.48 


5.34  .43 


Total  Tax  Revenue 


$  .221 


0445 


1.64 


.034 


$1.94 


Adjusted  for  assumed  occupancy  factors 


8  percent  rate  applied  to  taxable  income. 
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Indirect  Property  Tax  YieTd 

Another  indirect  effect  of  Park  Plaza  will  be  the  increases 
in  property  tax  revenues  in  dovmtown  Boston,  particularly  the 
areas  inunediately  surrounding  the  Park  Plaza  development  area. 
It  has  been  estimated  that  increased  tax  revenues  of  $4,4 
million  associated  with  increased  property  values  and 
assessments  in  adjacent  neighborhoods  will  be  generated  by 
Park  Plaza  in  the  year  following  completion. 

Substantial  growth  in  property  values  occurred  in  the  Back  Bay- 
Beacon  Hill,  South  End  and  Central-North  End  areas  from 
1962-1972.   Much  of  this  grov/th  is  attributable  to  major 
redevelopment  projects — the  Prudential,  Government  Center, 
and  the  South  End  Urban  Renewal  Projects — located  in  or  near 
these  areas.   It  is  expected  that  Park  Plaza  will  reinforce 
the  1962-1972  pattern  of  growth  and  will  indirectly  produce 
increases  in  the  next  decade  which  should  match,  or  even 
surpass,  the  earlier  growth. 

To  estimate  the  increase  in  property  tax  revenues  from 
the  downto\^m  area  that  will  indirectly  be  generated  by  Park 
Plaza  in  the  year  following  completion,  it  was  assumed  that 
the  average  annual  1962-72  growth* in  property  value  will 


*  Robert  Engle  and  John  Avault,  Indices  of  Residential 
Property  Values  and  Assessments  in  Boston,  by  Planning  District, 
1946-72,  (Draft  Report),  Boston  Redevelopment  Authority, 
Research  Department,  December  1972. 

Robert  Engle,  Boston  Redevelopment  Authority,  Research 
Department,  The  Value  of  Boston's  Housing  Stock,  1950,  19  60, 
and  1970.  (Draft  Report) 
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also  occvar  in  the  next  ten  years,   "This  annual  rate  of  growth 
was  then  utilized  as  a  base  for  projecting  the  grov/th  in 
assessed  valuations  in  adjacent  neighborhoods.   Using  the 
current  tax  rate,  the  expected  increment  in  property  tax 
revenues  indirectly  generated  by  Park  Plaza  is  $4.4  million, 

Hie  total  property,  business,  and  personal  income  tax 
which  would  be  generated  indirectly  by  Park  Plaza  in  the 
first  year  following  completion  is  $11  million.   Assuming 
that  Boston  v;ould  receive  the  property  tax  and  share  in 
roughly  11°^  of  the  business  and  r^ersonal  income  tax,  it  would 
receive  $5.1  million  of  these  revenues  which  v;ould  leave 
$5,9  million  for  the  State, 

1*he  City  and  State  taxes  which  will  be  directly  and 
indirectly  generated  by  Par]:  Plaza  can  be  summarized  as 
follows.   (nee  Table  III-9) 

Boston's  expected  receipts  of  these  total  revenues 
directly  and  indirectly  generated  by  Parcels  A,  B,  and  C  (the 
property  tax,  15%  of  the  sales,  meal,  and  occupancy  tax,  and 
11%  of  the  business  and  personal  income  tax)  are  between 
$12,2  and  $14.1  million.   They  are  summarized  belov;  in 
Table  III-IO. 
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TABLE  I I 1-9 


SUMMARY  OF  PROJECTED  CITY  AND  STATE  TAX  RECEIPTS 
GENERATED  DIRECTLY  AND  INDIRECTLY  BY  PARK  PLAZA 
IN  THE  YEAR  FOLLOWING  COMPLETION 
(Millions  of  Dollars) 


•  Total 

Generated 
Directly 

Generated 
Indirectly 

Property  Tax 

Tax  Yield  A 
Tax  Yield  B 

$10.0 
11.9 

$  5.6 
7.5 

]$  4.4 

Sales,  Meal  and 
Occupancy  Tax 

2.7 

2.7 

— 

Personal  Income  Tax  12.9 


Business  Tax 


4.2 


8.2 
2.3 


4.7 

1.9 


Total : 

With   Tax  Yield  A   $29.8 
With   Tax  Yield   B    $31.7 


$18.8 
$20.7 


^$11.0 
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TABLE  III-IO 

SUMMARY  OF  BOSTON'S  EXPECTED  RECEIPTS  OF  THE  TOTAL 
STATE  AND  CITY  TAXES  GENERATED  DIRECTLY  AND  INDIRECTLY 
BY  STAGE  I  OF  PARK  PLAZA  IN  THE  YEAR  FOLLaVING  COMPLETION 

(Millions  of  Dollars) 


Total 


Property 

Tax 

Tax 

Yield 

A 

$10, 

.0 

TeUC 

Yield 

B 

11. 

.9 

Generated 
Directly 


$5.6 
7.5 


Generated 
Indirectly 


j$4.. 


Share  of  Sales,  Meal 
and  Occupancy  Tax 


.4 


.4 


Share  of  State  Busi- 
ness and  Personal 
Income  Tax 


1.9 


1.1 


.7 


Totals 

With  Tax  Yield  A        $12.2 
With  Tax  Yield  B        $14.1 


$7.1 
9.0 


j$5.: 
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IV.  PUBLIC  COSTS  OF  PARK  PLAZA  IN  THE  FIRST  YEAR  AFTER 
COMPLETION 

In  the  first  year  after  completion  (1983 ) ,  Park  Plaza 
will  entail  public  costs  to  the  City  of  Boston   estimated 
at  $6  million.    See  Table  IV-1  .These  include  $5.0  million, 
for  the  provision  of  services,  and  $1.2  million  for  the 
installation  of  public  facilities.   The  component  elements 
of  the  public  cost  include  $3.6  million  for  specific  costs 
of  the  provision  of  services  and  facilities  to  Park  Plaza, 
(Table IV-2)  $582,000  for  debt  service  charges  on  prior 
public  capital  construction  for  Park  Plaza  (Table  I\/-3) 
and  $2  million  representing  Park  Plaza's  share  of  general  mun- 
icipal government  administration  costs,  (Tables  lV-4  and  lv-5) 
Each  of  these  aspects,  and  their  relationship  to  total 
municipal  expenditures,   debt  servicing  and  the  City's  in- 
debtedness capacity,  are  presented  in  the  following  pages. 

Specific  Public  Costs  for  Park  Plaza  Services  and 
Facilities 

Specific  public  costs  for  Park  Plaza,  in  the  first  year 

after  completion,  include  $2.8  million,  for  services,  and  $0.8 

million  for  capital  construction.   See  Table  I.V-2.   Principal 

projected  costs  are  those  for  public  transit,  public  housing. 
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and  public  safety.   There  will  also  be  costs  for  public 
education,  health,  parks  and  cultural  activities,  solid 
waste  disposal,  water  supply  and  sewerage.   The  nature 
of  these  Park  Plaza  .costs,  and  how  they  were  estimated, 
are  described  below.   The  importance  of  estimating  these 
costs,  in  the  evaluation  of  the  Park  Plaza  project,  was 
noted  in  a  recent  report  by  Saratoga  Associates  entitled. 
Environmental  Impact  Statement,  Park  Plaza  Urban  Renewal 
Project,  May  1973. 

Public  Housing  Capital  Investment  Costs  (El6) 
If  the  150  units  of  housing  for  the  elderly,  planned 
for  Park  Plaza,  were  built  under  the  Massachusetts  Housing 
Finance  Agency's  rent-skewing  program,  the  capital  investment 
costs  to  the  City  would  be  negligible  since  the  costs  of  the 
elderly  units  would  be  absorbed,  in  effect,  by  the  rents  from 
the  luxury  units,  and  no  direct  capital  outlay  or  debt 
servicing,  by  the  City,  would  be  required.   The  150  units 
of  elderly  housing  represent   9  percent  of  the  proposed 
units  for  the  first  stage  of  the  Park  Plaza  project. 

Other  alternatives  to  rent-skewing  include  subsidy  under  the 
State  707  housing  subsidy  program  or  the  Boston  Housing 
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Authority  leased  housing  program,  under  which  a  household 
is  required  to  pay  only  2  5  percent  of  their  income  for 
rent.   At  $25,000  construction  cost  per  unit,  the  total 
cost  for  the  housing  for  the  elderly  would  be  $3,750,000. 
With  a  40-year  5%   mortgage  with  bonds  issued  in  1980  ,  the 
1982  debt  service  would  be: 

Principal  Interest  Total 

$93,750  $178,125  $271,875 

Public  Housing  Related  Operating  Expenses  and  Subsidies 
(E17) 

Alloting  some  $200  per  year  per  elderly  household  for 

health  and  special  care  over  and  above  Medicare,  some  $30,000 

per  year  might  be  needed  for  the  150  units  of  housing  for  the 

elderly.   Operating  costs  outside  of  debt  service  are  $85  per 

unit  per  month,  or  $153,000  per  year. 

Public  Educational  System  Capital  Investment  Costs 
and  Operating  Expenses  (El8) (El9) 

In  1972  total  Boston  public  school  enrollment  was  95,230 

with  a  $101,000,000  operating  expenditure.   This  averages 

$951  per  pupil.   Recent  surveys  in  upper  and  middle  income 
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apartment  complexes  similar  to  Park  Plaza  have  shown  that 
the  under  18  population  makes  up  3  percent  of  the  total. 
Applying  this  same  percentage  to  Park  Plaza,  with  an  ex- 
pected population  of  3,000,  some  90  persons  under  18  years 
old  would  be  living  in  Park  Plaza,  including  some  15  pre- 
schoolers.  This  means  there  would  be  75  school  age  children 
here  with  well  over  half  attending  private  schools  because 
of  the  income  factor.   Assviming  30  school  age  children  would 
live  in  Park  Plaza,  a  per  pupil  cost  can  be  computed. 

198  3  Boston  public  school  enrollment  is  projected  at 
162, 000* pupils.   Assuming  a  similar  level  of  expenditure 
to  the  1972  operating  budget,  the  1983  operating  budget  would 
be  $170,000,000,  for  an  average  per  pupil  expenditure  of  $1,049 
or  $31,470  for  the  projected  Park  Plaza  school  age  population. 

A  capital  expenditure  of  $25,000,000  for  1982  is  projected, 

under  the  City's  10-year  public  facilities  program,  (See  Table 

IV^)  for  a  per  pupil  cost  of  $216  or  $6,481  for  the  Park  Plaza 

school  population. 

Operating  expenses  for  Park  Plaza 
school  population  $31,470 

Capital  expenditures  for  Park  Plaza 
school  population  6,481 

Total  $37,951 


Assumes  the  possibility  of  a  shift  of  parochial  school 
students  to  the  public  school  system.  In  the  absence 
of  this  assumption,  public  costs  would  be  less. 
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Public  Health  Service  System  Capital  Investment 
Costs  (E20) 

Public  Health  Service  System  Operating  Expenses  (E21) 
Of  the  total  projected  Park  Plaza  population,  in  view 
of  the  expected  higher  level  of  income  distribution  in  the 
project,  only  about  10  to  15%  of  the  residents,  or  those 
from  the  150  units  for  the  elderly,  might  be  likely  to  call 
on  public  health  service  facilities.   If  we  assume  the  150 
households  from  the  elderly  housing  units,  plus  others  for 
emergency  visits,  represent  those  to  be  served  by  public 
health  facilities,  a  figure  of  500  qualifying  people  using 
700  patient  days  can  be  estimated.   700  patient  days  at 
$100  per  day  totals  $70,000.   Even  allowing  a  higher  estimate 
of  $100,000,  one-half  of  this  cost  can  be  allocated  to 
private  facilities,  since  the  patients  would  probably  be 
accommodated  at  the  Mass.  General  Hospital  and  the  New 
England  Medical  Center,  both  of  which  are  closer  than 
Boston  City  Hospital,  for  a  possible  cost  of  $50,000.   Most 
of  the  hospital  cost  for  the  elderly  will  be  covered  by  Medi- 
care or  Welfare,  so  the  charge  to  public  health  and  hospitals 
is  minimal. 

Public  capital  outlays  are  projected  at  $10,000,  repre- 
senting the  Park  Plaza  share  of  198  3  facilities  planned  in 
the  City's  10-year  capital  program. 
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Public  Social  Service  System  Capital  Investment 
Costs  (E22) 

No  expenditures  are  anticipated  other  than  those 

mentioned  in  (E17),(E20),  and  (E21),  above. 

Public  Social  Services  Operating  Expenses  (E23) 

See  (E17). 

Public  Cultural  Services  Capital  Investment  Costs 
(E24) 

No  expenditures  are  anticipated  for  Park  Plaza. 

Public  Police  Protection  Capital  Investment  Costs  (E25) 

Public  Fire  Protection  Capital  Investment  Costs  (E27) 

Of  the  programmed  1983  capital  expenditures  for  public 

safety,  the  Police  Department  share  represents  60%  and  the 

Fire  Department  40%.   198  3  estimated  capital  expenditures 

for  public  safety  are  $8,300,000;   $4,980,000  for  police 

and  $3,320,000  for  fire.  (Source:  Table  lV-4:  Municipal 

Accounts  Projected  for  1983.)   Boston  will  have  a  1983 

estimated  population  of  675,000  and  Park  Plaza's  3,000 

inhabitants  will  represent  .44%  of  that  total.   This  equals 

a  1983  Park  Plaza  capital  expenditure  share  of  $21,912  for 

police  and  $14,608  for  fire. 
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Public  Police  Protection  Operating  Expenses  (E26) 
Public  Fire  Protection  Operating  Expenses  (E28) 
Police  and  fire  estimated  operating  costs  will  total 
$129,200,000  in  1983,  (Source:  Table  IV-4  Municipal  Accounts 
Projected  for  1983  ,  including  $77,520,000  for  police  and 
$51,680,000  for  fire.   Using  .44%  as  Park  Plaza's  share  of 
Boston's  estimated  1983  police  services,  the  cost  attribu- 
table to  Park  Plaza  will  be  $341,088.   Fire  protection 
services  attributable  to  Park  Plaza  will  be  $227,392. 

Park  Plaza  Police  Protection  Operating 
Expenses  $341,088 

Park  Plaza  Fire  Protection  Operating 
Expenses  227,392 

$568,480 

Public  Parks  Capital  Investment  Costs  (E30) 
1983  Parks  and  Recreation  programmed  Capital  Expendi- 
tures are  $5,000,000  or  $7.40  per  person  for  the  675,000 
population  projected.   For  Park  Plaza,  with  a  projected 
daytime  population  of  12,600,  the  total  would  be  $93,240. 
Public  Parks  Operating  Expenses  (E31) 
Estimated  operating  expenses  for  1983  will  total 
$10,000,000.   Park  Plaza's  attributable  share  is  .44%  of 
the  total  or  $44,000.   Adding  a  factor  of  2  because  of 
Park  Plaza ' s  proximity  to  the  Common  and  the  Public  Garden 
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and  an  expected  increase  in  user  demand  on  these  facilities, 
the  share  would  rise  to  $88,000  for  operating  costs. 
Public  Cultural  Services  Operating  Expenses (E32 ) 
The  1972  Summerthing  operating  budget  was  $463,000. 
Assviming  a  198  3  expenditure  of  $1  per  person.  Park  Plaza's 
share  would  be  $3,000. 

Public  Solid  Waste  Capital  Investment  Costs  (E33) 
Park  Plaza's  .44%  of  Boston's  projected  198  3  popula- 
tion would  have  a  minimum  impact  on  increased  generation 
of  solid  waste.   The  City's  capital  improvements  plan  pro- 
poses construction  of  a  $20  million  incinerator,  hopefully 
privately  funded.   If  funding  were  private,  there  would  be 
no  capital  investment  cost  required  by  Park  Plaza.   The 
city  currently  contracts  out  all  trash  pickup,  hence  there 
would  be  no  outlays  necessary  for  equipment  such  as  trucks. 
Assuming  the  City  does  build  a  $20  million  incinerator. 
Park  Plaza ' s  imputed  share  of  the  cost  of  the  incinerator 
in  1983  would  be  $4,400  (annually  for  20  years). 

Public  Solid  Waste  System  Operating  Expenses  (E39) 
In  1972  the  weekly  trash  collection  charge  for  Back  Bay, 
North  End,  Beacon  Hill  and  Chinatown  with  an  approximate 
40,000  population  was  $14,320  or  $744,640  per  year.   This 
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averages  $18.61  per  year  per  resident. 

In  Park  Plaza  the  only  trash  collection  made  by  the 
City  will  be  the  3,000  estimated  permanent  residents  since 
all  other  non-residential  refuse  will  be  privately  collected. 
Assuming  a  3,000  population  for  Park  Plaza  with  a  $20  per  year 
per  resident  trash  figure.  Park  Plaza  would  cost  $60,000  per 
year. 

Public  Water  Supply  Capital  Investment  Costs  (E36) 
Public  Sanitary  Sewerage  Capital  Investment  Costs  (E39) 
Park  Plaza's  resident  population  share  of  Boston's  1983 
population  is  .44%.   Allowing  for  non-residential  uses,  such 
as  hotel  and  office  space,  however,  a  factor  of  1.87%  has  been 
used  for  these  cost  items. 

Park  Plaza ' s  water  supply  has  been  deemed  adequate  to 

meet  the  projected  increased  demand  in  the  area.   The  198  3 

projected  capital  expenditure  program  for  water  is  $1.5 

million,  with  Park  Plaza's  attributable  share  $28,830.   The 

projected  capital  expenditure  program  for  sewerage  in  198 3 

is  $1.9  million  with  Park  Plaza's  share  calculated  at  $35,340. 

Park  Plaza  share  of  water  capital 
investment  costs  $28,830 

Park  Plaza  share  of  sewerage  capital      $35,340 

investment  costs  

$64,170 
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Water  Supply  Operating  Expenses  (E37) 
Boston's  1970  water  operating  cost  was  $18,500,000 
(Source:   1970  Auditor's  Report).   Assuming  a  1983  water 
operating  cost  of  $25,000,000,  1.87%as  Park  Plaza's 
share  would  represent  $465,000.   Since  there  is  a  users  charge 
on  water,  however,  most,  if  not  all,  of  this  amount  would  be 
recoverable. 

Public  Sewerage  Operating  Expenses  (E40) 
Boston's  1970  Sewerage  operating  cost  was  $10,000,000, 
(Source:   1970  Auditor's  report).   Assuming  the  same  rate  of 
increase  for  sewer  operating  costs  as  for  water,  the  1982 
sewer  operating  cost  will  be  roughly  $14,000,000.   Applying 
the  same  factor  of  1.87%  Park  Plaza's  share  of  sewerage 
cost  would  be  $260,000.    As  with  water,  most  of  this  cost 
will  be  recoverable  through  a  sewer  usage  charge. 

Park  Plaza  share  of  water  operating 
expenses  $465,000 

Park  Plaza  share  of  sewerage  oper- 
ating expenses  $260,000 

$725,000 

Public  Storm  Drainage  Operating  Expenses  (E42) 

Because  the  land  area  occupied  by  the  proposed  Park 

Plaza  Development  will  not  change,  there  will  be  no  increased 

volume  of  storm  drainage.   It  will  remain  the  same. 
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Public  Signal  Capital  Improvement  Costs  (E44) 

Additional  costs  for  signal  systems  operating  and 
capital  expenditures  required  for  Park  Plaza  are  minimal, 
over  and  above  those  already  included  in  (E43)  in  the 
capital  cost  of  $235,500  projected  to  take  place  in 
1975  and  1976. 

Public  Signal  System  Operating  Expenses  (E45) 

See  (E44)  above. 

Public  Transit  System  Capital  Investment  Costs  (E46) 

The  Green  Line  on  which  Park  Plaza  is  located  will 
not  require  any  additional  costs  and  is  expected  to  ade- 
quately handle  the  increased  patronage  generated  by  Park 
Plaza.   Improvements  totalling  $88  million  have  already 
been  programmed  for  the  Green  Line.   Most  of  this  will  be 
spent  on  new  street  cars  with  greatly  increased  loading 
capacity.   Inadequate  loading  facilities  on  the  trains  are 
one  of  the  biggest  reasons  for  tie-ups  on  the  Green  Line. 

Park  Plaza  will  generate  at  least  5%  of  all  Green  Line 
trips  and  on  that  basis  a  cost  could  be  imputed  to  Park 
Plaza  as  its  share  of  the  $88  million  in  proposed  capital 
expenditures  for  the  Green  Line.   This  would  be  5%   of  $88 
million,  for  a  $4.4  million  total  share.    Spread  over  20 
years,  the  annual  capital  cost  to  Park  Plaza  would  be 
$220,000. 
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Public  Transit  Operating  Expenses  (E47) 

Park  Plaza  would  generate  approximately  12,670  Green 

Line  passengers  daily.    Using  the  1970  MBTA  ridership  and 

operating  costs,  the  average  operating  cost  per  passenger 

is  71  cents.   Roughly  15  percent  of  Green  Line  Park  Plaza 

riders  would  pay  25  cents  per  fare  for  a  subsidy  cost  of 

46  cents  or  $874  per  day.   Some  85  percent  of  riders  would 

pay  a  45-cent  fare  for  a  subsidy  cost  of  26  cents  per  fare 

or  $2,800  per  day.   Total  per  day  cost  is  $3,674. 

Assioming  250  workdays,  this  means  an  operating  cost  of 

$918,500. 

Public  Surface  Transportation  System  Operating  Expenses 
(E49) 

According  to  a  cordon  analysis  of  Park  Plaza  a  1  percent 
increase  in  traffic  trips  generated  by  Park  Plaza  can  be  an- 
ticipated.  The  1983  projected  operating  expense  for  highways, 
streets,  and  sidewalks  is  $19.4  million,  with  a  projected 
capital  expenditure  of  $7.6  million.   Park  Plaza's  share  for 
operating  costs  would  be  $194,000  and  a  capital  share  of 
$76,000. 
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Debt  Service 

Some  $6.8  million  in  public  capital  facilities 
outlays  are  scheduled  to  be  expended  (in  1975,  1976  and  1977)  in 
Park  Plaza  for  public  site  improvements,  public  parks 
and  open  space,  water  utility  systems,  sanitary  sewage 
system  service  lines,  storm  drainage  service  lines,  police 
and  fire  alarm  signal  systems,  street  traffic  signal 
systems,  and  improved  traffic  circulation  and  street 
pattern  systems. 

Bonds  issued  in  1975  and  1976  to  finance  these 
public  capital  outlays,  will  be  repaid,  over  a  20-year 
period,  at  an  estimated  interest  rate  of  5.3  percent. 

Projected  debt  service  costs  through  1983  are  shown 
in  Table  IV-3. 
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Table  IV- 3 


DEBT  SERVICE  SCHEDULE  FOR  PUBLIC  FACILITIES  OUTLAYS 

PLANNED  FOR  PARK  PLAZA 
(Thousands  of  Dollars  at  1970  Prices) 


1975  1976  Total 


Bond  Issuance  $4,000         $2,800         $6,800* 


412 

288  690 

281  672 

274  654 

266  636 

259  618 

251  600 

244  582 


Debt  Servi 

cing 

Schedule 

1976 

412 

1977 

401 

1978 

3  91 

1979 

380 

1980 

370 

1981 

359 

1982 

348 

1983 

338 

20-year  bonds  at  5.3  percent. 
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Other  General  Government  Costs 

Apart  from  the  specific  public  service  and  facilities 
costs  of  Park  Plaza,  and  the  debt  service  for  capital  outlays 
programmed  for  the  years  1975  and  1976,  Park  Plaza  would  bear 
a  share  of  the  general  cost  of  municipal  administration.  For 
the  year  1983,  Park  Plaza's  share  of  general  municipal  admin- 
istration expenditures  is  estimated  at  $2  million. 

For  the  purpose  of  obtaining  this  estimate,  use  was 
made  of  projections  of  Boston's  municipal  expenditures  for 
services  and  facilities  for  the  year  1983.   See  Table  IV-4. 

Next,  Park  Plaza's  share  of  general  municipal  govern- 
ment expenditures  was  estimated  on  the  basis  of  its  taxable 
property  value  share  in  relation  to  that  of  the  City  as  a 
whole.   See  Table  IV-4. 
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Table  IV-4 


CITY  OF  BOSTON  PROJECTED  MUNICIPAL  EXPENDITURES 
FOR  SERVICES  AND  FACILITIES,  198 
(Millions  of  Dollars  at  1970  Prices) 


Total 


Public  Safety 

Health  and  Hospitals 

Welfare 

Sanitation,  Sewer 
and  Water 

Streets  and  Roads 

Education 

Urban  Development 

General  Government 
Administration 


Operating 

Capital 

Total 

Services 

Facilities 

$812 

$646 

$166 

137 

129 

8 

114 

97 

17 

13 

13 

- 

73 

65 

8 

36 

19 

17 

186 

161 

25 

38 

13 

25 

215 


149 


66 


Sources : 


Boston  Redevelopment  Authority,  Research  Department, 
Fiscal  Aspects  of  the  City  of  Boston  Economy, 
(Study  in  Progress) . 

Boston  Redevelopment  Authority,  Research  Department, 
Planning  for  Boston;   Public  Facilities  and  Capital 
Improvements;   The  Record,  1960-67;   The  Revitaliza- 
tion,  1968-72;   The  Program,  1973-82,  (Draft  in 
Review) . 
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Table  IV-5 


TAXABLE  PROPERTY  VALUATION  BASE  AS  A  MEASURE  OF  THE  PARK  PLAZA  SHARE  OF 
GENERAL  MUNICIPAL  GOVERNMENT  ADMINISTRATION  COST  IN  1982 


1)  $260  million  -  Park  Plaza  Cost 

2)  Assessment  Market  Value  Ratio  (Current  Practice) : 

New  Office  Space  -  0.19 

New  Residential  -  0.29 

Other  New  Property  -  0.24 

Unweighted  Average  0.24 

3)  0.24  X  $260  million   =   $62.4  million  (Estimated  Assessed 

Value  of  Park  Plaza) 

4)  Projected  1982  Taxable  Property  Value  (City-wide)*   $3,395  millio 

5)  (3)/ (4)  =  $62.4  million   =  .01838   Park  Plaza  Share  of  General 

jz — -r~-z ■  T  n  •  Municipal  Government 

$3,395    million  .     .^ 

Administration  Cost  m  1982. 


* 

See  Source  Citation  in  Table  IV-4, 
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Park  Plaza  and  the  City's  Debt  Servicing  Capacity 

Park  Plaza  will  affect  the  City's  indebtedness  and 
debt  servicing  capacity  both  in  terms  of  the  direct  and 
indirect  requirements  for  public  capital  facilities,  and 
the  annual  debt  servicing  costs  for  their  financing.   The 
impact  of  Park  Plaza  may  be  examined  in  the  context  of 
its  relation  to  the  City's  long-term  capital  program, 
planned  annual  new  loan  emissions,  projected  annual  debt 
servicing  levels,  the  foreseen  rise  in  indebtedness,  and 
the  anticipated  debt  limit.* 

A  comparison  of  Park  Plaza  public  capital  outlays 
and  their  financing  with  the  capital  plans  of  the  City, 
and  related  loan  emissions,  debt  servicing  and  indebtedness 
levels,  shows  that  Park  Plaza  will  have  a  minimum  impact  readily 
encompassed  in  the  City's  fiscal  capacity.   In  the  year  1983, 
projected  capital  outlays  of  $1.2  million  for  Park  Plaza 
(Table  IV-l)will  representO.7  percent  of  the  City's  projected 
capital  outlays  (Table  IV-4^. 


*  Boston  Redevelopment  Authority,  Research  Department, 
Planning  for  Boston;   Piiblic  Facilities  and  Capital 
Improvements;   The  Record,  1960-67;   The  Revitaliza- 
tion,  1968-72;   The  Program,  1973-82.  (Draft  Report 
in  Review) . 


IV-21 


Debt  service,  in  198  3,  on  Park  Plaza  public  capital  outlays, 
projected  at  $582,000  (Table  lv-3  would  make  up  2.2  percent 
of  the  projected  debt  service  for  the  City  as  a  whole.   In 
198  3,  the  City's  debt  service  outlays  are  projected  to 
account  for  5.5  percent  of  total  municipal  expenditures. 
The  City's  bonded  indebtedness  will  remain  well  below  the 
projected  debt  limit.  (See  Table  iv-6) . 
Park  Plaza  and  State  Government  Costs 

Park  Plaza  would  increase  State  Government  costs.   These 
may  be  estimated  as  proportionate  to  Park  Plaza's  share  of 
state  population.   State  government  expenditures  for  198  3 
are  projected  at  $3.7  billion.*   Park  Plaza  would  cost 
state  government  an  estimated  $2,5  million  in  198  3. 


* 

Senate  of  the  Commonwealth  of  Massachusetts,  Third 
Report  of  the  Special  Commission  to  Develop  a  Master  Tax 
Plan,  Relative  to  the  Massachusetts  Economy  and  Its  Growth 
Potential,  Senate  Print  No.  1315,  February  1971. 
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Table  IV-6 


PARK  PLAZA  AND  THE  CITY'S  DEBT  SERVICING  CAPACITY 


Park  City  of 

Plaza  Boston 

(Millions  of  Dollars) 

(1)  (2) 


Park  Plaza 
As  a  Percent  of 
The  City  of  Boston 
(In  Percent) 
(3) 


Public  Capital  Outlay, 
1982 

New  Bond  Issue,  1983 

Net  Debt  Service, 
1983 

Indebtedness 

Debt  Limit 


$1.5 

$166 

1.5 

46* 

.6 

27* 

10.0 

130* 

161* 

0.9 
3.2 

2.2 
7.7 


Capital  Projects  funded  under  the  City's  Debt  Limit. 
Sources: 

Col.  (1):   Tables  IV- 1,  IV-2  and  IV-3. 

Col.  (2):   Table  IV~4and  Source  Citations  in  Table  IV  ~4. 
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V.   PARCELS  A,  B,  &■  C  WITHOUT  PARK  PLAZA;  PRESENT  VALUE 

OF  BENEFITS  AND  COSTS  OVER  THE  50  YEAR  SPAN,  1974-202  3 


To  evaluate  the  implications  of  the  alternative  of 
not  undertaking  any  new  development  in  the  Park  Plaza  area 
and  to  compare  the  future  public  costs  and  tax  revenue 
benefits  "with"  and  "without"  the  Park  Plaza  project,  the 
present  values  of  public  costs  and  tax  revenue  benefits 
which  would  be  generated  by  the  same  parcels  if  no  new 
development  took  place  were  computed.   The  present  value 
of  benefits  and  costs  over  the  50  year  span  "without"  Park 
Plaza  is  treated  in  the  present  chapter.   The  present  value 
of  costs  and  benefits  over  the  1974-2023  period  "with" 
Park  Plaza  is  the  subject  of  Chapter  VI. 

Tax  Revenue  Benefits 


To  calculate  the  present  value  of  tax  revenue  benefits 
"without"  the  proposed  Park  Plaza  development  on  parcels 
A,  B,  &  C,  it  was  assumed  that  the  status  quo  of  the  area 
now — the  business  activity,  residents,  employees,  assessed 
values  and  City  and  State  taxes  produced — also  provides 
an  accurate  picture,  in  dollars  of  constant  value,  of  the 
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area  throughout  the  period  1974-2023.*   It  was  assumed  that 
State  and  City  tax  revenues  identical  to  those  produced  in 
this  area  in  1973  will  accrue  annually  over  fifty  years. 
Discounting  this  stream  of  benefits  at  6%,    their  present 
value  in  1973  was  calculated  to  be  $56  million. 

The  calculation  of  present  value  of  the  future  stream 
of  public  costs  and  tax  revenues  is  very  sensitive  to  the 
discount  rate  chosen.   The  rate  used  in  the  present  analysis, 
6%,  suits  the  interpretations  usually  associated  with  the 
discount  rate,  (i.e.,  the  role  of  accounting  for  the  oppor- 
tunity cost  of  investment,  the  social  cost  of  capital 
for  public  expenditures  such  as  those  involved  in  the  park 
Plaza  analysis,  and  the  time  preference  for  making  the 
expenditures) . 

The  present  value  of  Boston's  expected  receipts  of 
the  tax  revenue  benefits  that  will  be  generated  annually 
for  fifty  years,  fran  1974-2023,  was  also  calculated,  by 
applying  15%  as  Boston's  share  of  the  sales,  meal  and  room 
occupancy  tax  and  11%  as  its  share  of  the  personal  and 


*By  using  dollars  of  constant  value,  future  increases  in 
property  values  are  not  considered  in  the  calculation  of 
tax  yields.   Certain  "real"  increases  in  productivity 
and  income  can  be  expected  over  the  50  year  span  and  these 
will  generate  increases  in  City  and  State  tax  revenues. 
These  "real"  increases,  however,  were  not  incorporated 
into  the  projected  tax  revenues  and  present  value  calcula- 
tions in  either  of  the  cases  studied  (with  and  without 
Park  Plaza) . 
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business  income  tax.   The  present  value  of  Boston's 
expected  receipts  from  parcels  A,  B,    &  C  over  the  next 
fifty  years  "without"  Park  Plaza  works  out  to  $31.8 
million. 

It  was  assumed  that  there  would  be  no  indirect  tax 
revenue  benefits  since  parcels  A,  B,  &  C  are  a  blighting 
influence  on  property  values  in  adjacent  neighborhoods, 
and  since  personal  and  business  income  generated  indirectly 
would  be  negligible  (less  than  $50,000  annually).   The 
present  value  calculations  of  the  total  city  and  State 
tax  revenues  which  will  be  produced  in  parcels  A,  B,  &  C 
"without"  Park  Plaza,  and  Boston's  expected  receipts  of 
these  revenues,  are  summarized  in  Tables  V-1  and  V-2 
on  the  next  page. 
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TABLE  V-1 

PARCELS  A,  B,  AND  C 
PRESENT  VALUE  OF  CITY  AND  STATE  TAX  REVENUE 
BENEFITS  OVER  THE  50-YEAR  PERIOD,  1974-2023,  WITHOUT  PARK  PLAZA 
(Millions  of  Dollars  at  1973  Prices) 


Current  Annual 

City  &  State 
Tax  Revenues, 


Present  Value  of  the 
1973  City  &  State  Tax 
Revenues  Received  Annually, 


Parcels 

A,  B,  &  C 
$1.8 

1974-2023^* 

Property  Tax 

$28.4 

Sales  &  Meal  Tax 

.6 

10.0 

Personal  Income  Tax 

.8 

12.9 

Business  Tax 

.3 

4.7 

Total 

$3.6 

$56.0 

Discounted  at  6%. 


Table  V-2 

PARCELS  A,  B,  AND  C. 
PRESENT  VALUE  OF  BOSTON'S  EXPECTED  RECEIPTS  OF  THE  CITY 
AND  STATE  TAX  REVENUE  BENEFITS  OVER  THE  50-YEAR  PERIOD,  1974-2023, 

WITHOUT  PARK  PLAZA 
(Millions  of  Dollars  at  1973  Prices) 

Boston's  Current  Estimated   Present  Value  of  Boston's 
Receipts  of  City  &  State  Tax    1973  Receipts  Received 
Revenue,  Parcels  A,  B,  &  C,     Annually  for  50  Years, 
1973  1974-2023^ 


$1.8 
.1 


Property  Tax 

Share  of  Sales  &  Meal  Tax 

Share  of  Business  & 

Personal  Income  Tax       

Total       $2.0 


.1 


$28.4 
1.9 

1.9 
$31.8 


Discounted  at  6%. 
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Public  costs 

To  compute  the  attributable  public  costs  over  a  fifty 
year  period  to  the  Project  area  without  Park  Plaza  the 
same  basic  methodology  was  employed  as  in  Chapter  II, 
"Area  Costs  in  1973," 

In  terms  of  dollars  of  constant  value,  it  is  assumed 
that  costs  remain  at  the  same  levels  as  in  1973.   The 
present  value  in  197  3  of  the  tax  revenue  benefits  over  the 
fifty  year  period  1974-2023  was  discounted  at  6%.   The 
present  value  of  the  fifty  year  total  of  direct  public 
costs  in  the  project  area  without  Park  Plaza  are  estimated 
at  $23    million.   See  Table  1-7,  p.  1-35. 
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VI.   PARK  PLAZA:   PRESENT  VALUE  OF  THE  INCREMENTAL  STREAM 

OF  TAX  REVENUE  BENEFITS  THROUGH  ENTIRE  PERIOD  OF  ACQUI- 
SITION, CONSTRUCTION,  CCX4PLETI0N  AND  USEFUL  LIFE,  1974-202  3 


Tax  revenue  benefits  of  Park  Plaza,  as  mentioned  in 
the  preceding  chapter,  will  not  be  limited  to  the  single 
year  following  completion  but  will  involve  a  flow  of  bene- 
fits over  time.   Tax  revenues  will  accrue  during  acquisi- 
tion, clearance,  construction,  upon  completion  and  throughout 
the  useful  life  of  the  project  which  is  assumed  to  extend 
forty  years  beyond  completion.   Annual  tax  revenues  over 
this  entire  fifty-year  time  horizon  were  therefore  calcu- 
lated and  discounted,  at  6%,  to  their  present  value  in  1973. 

The  results  of  these  calculations,  shown  in  Table  VI-]., 
indicate  that  the  present  value  of  the  total  1974-2023 
City  and  State  direct  and  indirect  tax  revenues  associated 
with  Park  Plaza  would  range  between  $329  and  $350  million. 
State  and  City  taxes  generated  directly  by  Park  Plaza 
account  for  $214  to  $235  of  this  total.   The  present  value 
of  Boston's  expected  share  (the  entire  property  tax  plus 
a  portion  of  the  other  taxes)  of  the  1974-2023  total 
direct  and  indirect  tax  revenues  is  between  $146  and  $168 
million,  and  the  present  value  of  Boston's  expected  receipts 
of  the  tax  revenues  generated  directly  by  Park  plaza  is 
between  $86  and  $108  million. 


VI-2 

TO  calculate  the  tax  revenues  shown  in  Table  vi-1 
procedures  used  earlier  to  calculate  tax  revenues  in  197  3 
and  in  the  year  following  completion  were  incorporated 
and  several  assumptions  were  made.   It  was  assumed  that 
(a)   taxes  on  land  only,  estimated  at  current  assessments 
and  tax  rate,  will  be  paid  by  the  developer  during  con- 
struction of  each  parcel;  (b)   prior  to  acquisition,  each 
parcel  will  generate  the  same  amount  of  tax  revenues  it  now 
does;  and  (c)   upon  completion  of  each  sub-stage,  the 
appropriate  portion  of  total  tax  revenues  estimated  for 
the  year  following  completion  of  the  entire  project  will 
accrue.   The  planned  construction  schedule*  mentioned  in 
Chapter  I  (see  Table  1-5)  determines  the  yearly  status 
of  each  of  the  six  sub-stages  of  Park  Plaza,  and  this 
schedule  was  used  to  calculate  the  State  and  City  tax 
revenues  generated  by  the  new,  as  well  as  the  existing 
properties,  business  activity,  residents  and  employees 
in  parcels  A,  B,  &  C  during  each  year  until  Park  Plaza 
is  completed. 

A  breakdown  of  the  property  taxes  shown  in  Table 


*This  Schedule  was  developed  on  the  basis  of  the  timing 
described  in  the L  etter  of  Intent.   It  was  assumed  that 
BRA  acquisition  would  begin  in  1975  and,  thereafter,  the 
midpoint  of  inside  and  outside  dates  specified  for  each 
sub-stage  in  the  Letter  represents  the  expected  completion 
date  of  each  component . 
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VI-1  for  each  year  from  1974-83  into  taxes  produced  by 
existing  property  and  those  produced  by  the  new  Park  Plaza 
construction  is  shown  in  Table  1-6,  page  1-29.  Column  1 
shows  the  tax  revenues  produced  each  year  by  existing 
properties  before  they  are  acquired  and  demolished  plus 
the  tax  on  land  only  that  will  be  paid  by  the  developer 
while  construction  is  underway  on  different  parcels. 
During  the  time  in  which  properties  are  acquired  and  dis- 
posed of  by  the  BRA  (projected  at  3  months),  no  tax 
revenues  are  forthcoming.   When  construction  begins  on 
each  parcel,  taxes  resuming  on  land  previously  off  the 
tax  roles  account  for  the  fluctuation,  rather  than  steady 
decline,  in  tax  revenues  shown  in  column  1  of  Table  1-5. 

Two  sets  of  tax  yields  for  the  new  Park  Plaza  con- 
struction are  calculated  for  each  year  up  to  and  following 
completion  and  those  are  based  on  the  different  rent 
levels  shown  in  Table  Ill-l,  used  to  calculate  property 
tax  yields  for  the  year  following  completion.   Projected 
taxes  on  new  construction  shown  in  columns  2  and  3  of  Table 
1-6  are  tied  to  the  expected  completion  dates.   The  hotel 
and  parking  garage,  for  example,  are  scheduled  for  completion 
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in  mid-1977.   The  tax  yield  frcan  new  construction  for  that 
year,  therefore,  is  expected  to  be  one-half  of  the  total 
tax  yields  for  the  .hotel  and  parking,  $0.9  and  $1.5 
million,  stipulated  for  the  year  1983. 

Since  all  tax  revenues  are  in  dollars  of  constant 
value  and  no  "real"  increases  in  value  have  been  assumed, 
property  tax  revenues  generated  by  each  component  remain 
the  same  after  completion  over  the  forty  year  period  of 
useful  life  projected.   The  calculation  of  the  present 
value  of  property  tax  revenues  received  from  1984-2023, 
therefore,  involved  the  computation  of  the  present  value 
of  two  fixed  amounts,  $5.6  and  $7.5  million,  received 
annually  from   year  11  to  year  50,  discounted  at  6%. 

Sales,  meal,  and  room  occupancy  taxes  for  each  year 
during  the  construction  phases  of  Park  Plaza  were  calculated 
for  the  new  development  using  the  same  expectations  for 
sales  and  productivity  discussed  in  Chapter  III  for  the 
calculation  of  tax  revenues  for  the  single  year  following 
completion.   Estimates  of  annual  sales  of  existing  estab- 
lishments in  the  park  Plaza  area  prior  to  acquisition 
together  with  expectations  regarding  occupancy  rates, 
expected  hotel  revenues  and  retail  sales  and  the  expected 
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completion  dates  of  the  retail  and  hotel  project  components 
of  the  new  project  provided  annual  estimates  of  state 
sales,  meal  and  roam  occupancy  tax  to  be  produced  in  the 
area. 

The  estimated  income  profile  of  future  project  resi- 
dents (assumed  to  resemble  the  Charles  River  Park,  Prudential 
and  Harbor  Towers  occupants)  and  the  scheduled  phases  of 
the  residential  components  of  Stage  I  provided  the  basis 
for  estimating  the  State  income  tax  to  be  derived.   In- 
formation on  present  project  area  residents '  income  was 
also  incorporated  into  the  estimates  of  State  income  tax 
generated  in  the  Park  Plaza  area  for  years  prior  to  acqui- 
sition of  parcels  where  present  residents  now  live.   Retail 
and  hotel  employee  income,  and  the  associated  taxes,  were 
estimated  by  applying  coefficients  (discussed  in  Chapter 
III)  representing  employee  compensation  as  a  percent  of 
total  output,  and  then  applying  a  flat  5%  tax  rate.   State 
income  tax  revenues  generated  by  the  retail  and  miscellaneous 
service  workers  who  are  presently  employed  in  the  project 
area,  and  will  continue  to  be  so  until  certain  parcels 
are  acquired,  were  also  accounted  for.   State  income  taxes 


VI-8 

which  will  be  derived  from  the  park  Plaza  office  employees 
in  each  year  until  project  completion  were  calculated  in 
accordance  with  the  assumed  income  profile  (based  on  the 
recent  office  worker  survey)  and  the  scheduled  completion 
dates  of  the  two  components  of  office  space.   Estimates 
of  State  incone  tax  presently  derived  from  workers  in  the 
project  area  were  incorporated  into  these  figures  for 
years  prior  to  acquisition  of  various  parcels  containing 
existing  office  space. 

State  business  taxes  derived  annually  from  retail  and 
hotel  activities  which  will  be  located  in  the  project 
area  were  developed  from  the  revenue  estimates  of  components 
of  both  the  new  project  and  existing  firms  prior  to  acqui- 
sition.  (As  earlier,  8%  of  total  business  revenues  were 
assumed  to  represent  taxable  income,  subject  to  an  effective 
8%  tax  rate.)   Total  office  inccsne  and  resulting  business 
tax  for  each  year  were  calculated  by  first  estimating  total 
income  of  firms  occupying  the  office  space  by  applying  a 
coefficient  (representing  total  output  vs.  employee  com- 
pensation in  certain  industries)  to  the  estimated  annual 
office  income  and  then,  applying  the  assumed  8%   average 
rate  to  8%  of  the  total  revenue  figure. 
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Property,  personal  income,  and  business  taxes  which 
will  be  indirectly  generated  by  Stage  I  of  Park  Plaza  during 
the  construction  stage  and  throughout  the  useful  life  of 
the  project  were  calculated  on  the  basis  of  the  estimates 
of  indirect  taxes  to  be  generated  in   1983,  the  year  following 
completion.   (See  Chapter  III.)   The  proportion  of  indirect 
to  direct  generated  revenues  for  each  type  of  tax  in  1983 
was  assumed  to  remain  the  same  in  all  years  except  the 
first  three,  1974-76  during  which  indirect  taxes  were 
phased- in. 
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VII.  PARK  PLAZA'S  PRESENT  VALUE  OF  THE  INCREMENTAL  STREAM  OF 
PUBLIC  COSTS  THROUGH  THE  ENTIRE  PERIOD  OF  ACQUISITION, 
CONSTRUCTION,  COMPLETION  AND  USEFUL  LIFE,  1974-2023 

The  calculation  of  the  incremental  stream  of  public  costs 
through  the  entire  period  of  acquisition,  construction,  com- 
pletion and  useful  life  of  Park  Plaza,  1974-2023,  involved  a 
phasing  out  of  public  costs  of  the  existing  structures,  as 
they  are  demolished,  and  the  phasing  in  of  the  new  structures 
and  uses  as  they  emerge,  in  accordance  with  the  planned 
schedule  described  earlier.   As  the  character  of  Park  Plaza 
changes  from  the  present  underutilized  basically  non-residential 
use  to  that  of  a  residential-retail-office  complex,  so  v/ill 
the  basis  of  estimating  costs  change.   In  the  present  stage, 
public  costs  are  calculated  largely  on  the  basis  of  the  project 
area's  share  of  the  City's  assessed  value.   See  Chapter  II. 
As  the  nev;  character  of  Park  Plaza  emerges,  direct  detailed 
specific  costs  attributable  to  residents,  workers,  and 
shoppers   are  made.   The  description  of  the  calculation  of  the 
incremental  stream  of  public  costs,  and  their  tabular  presentation, 
follow. 

Public  costs  for  the  Park  Plaza  area  in  1974  before  the 
start  of  construction  are  estimated  at  $1,459,243.   See 
Table  Vll-1.   In  view  of  the  basic  non-residential  character 
of  Parcels  A,  B,  and  C,  at  the  present  time,  specific  direct 
costs  for  that  year  were  based  on  the  project  area's  share  of 
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the  City's  total  assessed  value  of  taxable  property.   General 
Municipal  Government  Costs  were  calculated  as  a  ratio  to  direct 
costs  (as  described  in  Chapter  IV) .   As  the  separate  parcels 
of  existing  property  are  acquired  for  project  development, 
both  the  specific  direct  costs  and  the  general  municipal 
government  costs  were  phased  out. 

Upon  completion  of  each  of  the  separate  stages  of  the 
project,  the  specific  direct  costs  and  the  general  government 
costs  are  estimated  as  a  function  of  the  projected  residential, 
worker  and  shopper  uses.   See  Chapter  IV.   In  1983,  the  first 
year  after  project  completion,  public  costs  are  estimated  at 
$5.6  million. 

As  construction  and  completion  of  the  various  stages  of 
the  Park  Plaza  Project  proceeds,  public  costs  were  computed 
on  a  per  resident,  per  worker,  and  per  shopper  basis,  taking 
into  account  their  respective  household  structure  and  income 
profile.   See  Chapter  IV.   The  area's  population  was  pro- 
jected at  3,000  residents  and  a  daytime  population  of  12,600 
in  comparison  with  a  total  projected  city  population  in  1983 
of  675,000,   This  represents  a  project  area  share  of  .44% 
and  1.87%,  respectively. 
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Public  costs  for  the  project  from  1984-2023  were  assumed 
to  remain  constant  for  the  40-Year  period  with  the  exception 
of  the  capital  cost  of  the  public  housing  which  v;as  based  on 
a  40-year  debt  servicing  schedule.   Total  public  costs  for 
the  project  from  1984-2023  were  found  by  multiplying  the  1983 
costs  by  40  years  as  the  useful  life  of  the  project.   (It 
might  be  noted  that  in  this  analysis  the  benefits  were  also 
assumed  to  remain  constant  over  the  40-year  life  of  the 
project) . 

Finally,  costs  for  the  project  from  1974-2023  were  found 
by  adding  the  1974-1983  total  cost  and  the  40-year  total 
project  cost. 

The  present  value  of  public  costs  for  Park  Plaza  from 
1974-2023  was  also  calculated  using  a  6%  discount  rate. 

As  noted  in  Chapter  IV,  certain  costs  were  imputed  to 
Park  Plaza  which,  in  all  probability,  will  not  be  specifically 
borne  by  the  City.   Iliese  could  include  both  the  operating 
and  capital  costs  of  the  public  housing  units  since,  as 
explained  earlier  in  Chapter  IV,  operating  costs  might  be 
absorbed  through  rent-skewing.   Capital  costs  for  the 
housing  will  probably  be  absorbed  by  Federal  and/or  State 
government. 

Water  and  sewer  operating  costs  attributable  to  Park 
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Plaza  are  in  actuality  minimal  because  of  water  and  sewer 
usage  charges  levied  against  the  Project  owners.   The  same 
holds  true  for  the  capital  costs  of  the  public  transit  system. 
The  MBTA  capital  program  is  currently  funded  by  a  combination 
of  Federal  grants  matched  in  some  degree  by  state  bond  issuances 
at  no  cost  to  the  City.   All  of  these  items  have  been  included 
as  possible  costs  attributable  to  the  Park  Plaza  development, 
nevertheless. 
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VIII.  PARK  PLAZA;  BENEFITS  AND  COSTS  TO  THE  STATE 

Over  the  50-year  period,  1974-2023,  Park  Plaza  will 
generate  tax  revenues  for  the  State  having  a  present  value 
of  $183  million.   The  present  value  of  costs  over  this  same 
period  may  not  exceed  $20  million. 
Benefits 

In  the  calculation  of  Boston's  expected  tax  revenue  benefits 
from  Park  Plaza  in  the  single  year  following  completion  and  through- 
out the  50-year  period,  100  percent  of  the  property  tax,  15  percent 
of  the  sales,  meal,  and  room  occupancy  tax,  and  11  percent  of 
the  personal  income  and  business  tax  have  been  allocated  to 
the  City.   Conversely,  in  effect,  the  State  will  receive  tax 
revenues  amounting  to  85  percent  of  the  sales,  meal,  and 
occupancy  tax  and  89  percent  of  the  personal  and  business 
income  tax. 

In  the  single  year  following  completion  of  park  Plaza, 
the  State's  receipts  of  the  total  direct  and  indirect  revenues 
generated  are  expected  to  be  approximately  $17  million.   The 
present  value  of  the  State's  annual  receipts  of  these  direct 
and  indirect  tax  revenues  during  the  acquisition,  construction, 
completion  and  useful  life  of  the  project — over  the  entire 
1974-2023  period — is  expected  to  be  approximately  $183  million. 
The  present  value  of  the  State's  expected  receipts  of  tax 
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revenues  generated  directly  by  Park  Plaza  over  the  50-year 
period  amounts  to  $128  million. 

The  incremental  stream  of  the  State's  expected  share  of 
tax  revenue  benefits  generated  directly  and  indirectly  by 
Parcels  A,  B,  and  C  are  shown  in  Table  VIII-1.   The  State 
share  of  direct  and  indirect  revenues  for  each  year  during 
the  construction  phase  until  completion  are  shown  separately 
and  are  summarized  for  1984-2023,  the  forty  years  of  useful 
life  following  completion  of  the  project.   The  final  column 
shows  the  present  value  of  the  incremental  stream  of  the  State's 
share  of  Park  Plaza  tax  revenue  benefits  over  the  entire 
1974-2023  fifty-year  period,  discounted  at  6  percent. 
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Costs 

State  government  costs  will  be  associated  with  Park  Plaza.  These 
may  be  estimated  as  proportionate  to  Park  Plaza's  share  of 
state  population  or  ,048%,   This  coefficient  was  obtained 
by  using  .44%  as  Park  Plaza's  share  of  Boston's  population  and 
11%  as  Boston's  share  of  total  state  population.   Applying  this 
Park  Plaza  would  cost  the  State  government  approximately 
$1,8  million  in  1982,  and  $20  million  over  the  50-year  period, 
measured  in  terms  of  discounted  present  value. 

Other  costs  which  might  be  attributable  to  the  State 
from  Park  Plaza  would  be  public  transportation  capital 
expenditures.   As  stated  in  Chapter  VII,  capital  expenditures 
for  the  MBTA  are  financed  through  a  combination  of  Federal 
grants  and  State  bond  issuances.   Federal  grants  are  usually 
on  a  2/3-1/3  matching  basis.   Public  transportation  capital 
costs,  however,  for  the  purpose  of  the  present  analysis  have 
been  included  as  a  City,  rather  than  a  State  cost.   The  same 
holds  true  for  public  housing  capital  costs.   Funds  for  public 
housing  construction  would  come  from  Federal  or  State  rather 
than  City  funding  sources,  but  these  also  have  been  attributed 
as  a  direct  City  cost. 
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IX.       COST-BENEFIT   ANALYSIS    CONCEPT    AND   THEORY 

A  brief  description  of  cost-benefit  analysis 
concept  and  theory  will  provide  some  framework  for  view- 
ing the  present  application  of  this  technique  to  the 
evaluation  of  the  public  costs  and  tax  revenue  benefits 
of  Park  Plaza.   Several  bibliographical  sources  and  case 
studies,  including  a  few  applications  to  urban  redevelop- 
ment projects,  are  cited,  as  background  to  the  Park  Plaza 
analysis.   These  include  four  earlier  project  analyses 
conducted  by  the  Boston  Redevelopment  Authority,  Research 
Department . 

Cost-benefit  analysis  has  been  used  and  interpreted 
in  a  variety  of  different  ways.   There  is  no  standard  de- 
finition generally  accepted  by  scholars.   in  general  terms 
cost-benefit  analysis  can  be  described  as  a  technique 
used  to  evaluate  alternative  courses  of  action.   Since 
it  attempts  to  assess  all  the  costs  and  benefits  accruing 
to  different  sectors  as  a  result  of  alternative  actions,  it 
is  a  technique  which  provides  an  appropriate  means  for 
evaluating  investment  decisions  made  in  the  public  sector. 
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The  origins  of  cost-benefit  analysis  have  been  traced 
back  to  a  19th  century  Frenchman,  Jean  Dupuit,  who  studied 
the  utility  functions  of  government  and  who  understood  that 
public  enterprises  and  expenditures  have  very  broad  and  far- 
reaching  benefits  to  the  community.   So-called  social  costs 
and  benefits  have  since  been  investigated  further  and  welfare 
economists  have  proposed  criteria  for  evaluating  alternative 
social  actions.   The  first  systematic  attempt  to  apply  cost- 
benefit  analysis,  as  we  know  it  today,  to  public  investment 
decisions  occurred  in  the  United  States  in  the  1930 's,  accom- 
panying the  expansion  of  public  investment  activity.   The 
technique  was  first  applied  to  the  evaluation  of  water 
resource  projects,  then  to  transportation  and  defense 
expenditures,  and  later  to  other  types  of  public  expenditures, 

The  techniques  which  cost-benefit  analysis  incorporates 
have  been  available  and  used  for  some  time  by  firms  and 
private  investors  in  capital  budgeting  and  investment  de- 
cision-making.  In  such  private  investment  decisions,  where 
the  costs  and  benefits  of  concern  are  limited  to  those  which 
will  directly  accrue  to  the  firm  or  individual,  the  market 
value  of  benefits  can  be  compared  with  costs,  and  projects 
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can  be  ranked  in  terms  of  efficiency,  using  the  market 
rate  of  return,  as  a  measure. 

Cost-benefit  analysis  is  also  a  useful  tool  for  evalu- 
ating public  investment.   The  process  of  evaluating  altern- 
ative investment  projects,  or,  in  the  case  of  a  single  pro- 
jects, of  comparing  what  would  happen  if  the  project  were 
implemented,  and  if  not,  can  be  structured  in  one  of  several 
ways.    If  a  level  of  benefit  or  output  is  specified  before- 
hand, the  criteria  used  for  evaluation  would  be  cost  mini- 
mization.   If  costs  are  specified  beforehand,  benefit  maxi- 
mization would  be  the  criterion  used.   In  the  situation 
where  both  inputs  and  outputs  are  allowed  to  vary,  the  re- 
lationship between  the  variation  in  costs  and  benefits  is  the 
basis  for  evaluating  alternatives,  and  either  of  two  ap- 
proaches may  be  used.   Ratios  of  benefits  to  costs  of  each 
alternative  may  be  derived  and  the  criterion  of  selecting 
the  project  with  the  greatest  ratio  applied.   Another 
approach  for  a  key  project  in  a  larger  program,  would  seek 
to  evaluate  whether  benefits  are  likely  to  exceed  costs. 
The  latter  case  represents  the  nature  of  the  present  analysis 
of  Park  Plaza. 


IX-4 


In  each  case,  the  appropriate  time  horizon  for  con- 
sidering costs  and  benefits  would  be  the  useful  life  of 
the  project  and  the  costs  and  benefits  would  be  discounted 
back  to  some  prior  point  in  time  and  their  present  values 
used  in  the  comparisons.   Differences  of  opinion  arise  over 
the  appropriate  interest  rate  to  use  since  it  is  interpreted 
as  accounting  for  the  opportunity  cost  of  the  investment 
under  consideration,  the  social  cost  of  capital  and  the  time 
preference  for  making  the  expenditure.   There  also  exist 
differences  of  opinion  and  difficulties  in  measuring  the 
various  costs  and  benefits,  and  disagreement  exists  concern- 
ing exactly  which  to  include  in  the  analysis  and  how  the 
many  intangibles  which  accompany  public  investments  should 
be  handled.   Disagreement  also  surrounds  the  interpretation 
of  the  size  of  ratios  and  net  benefits  required  to  justify 
undertaking  a  particular  investment. 

Differences  of  opinion  and  difficulties  with  certain 
aspects  of  the  technique  have,  and  will,  be  gradually  re- 
solved as  more  sophisticated  cost-benefit  studies  are 
undertaken.   This  has  been  true  with  the  evaluation  of 
water  resource  projects,  the  area  where  the  most  advanced 
types  of  applications  of  cost-benefit  analysis  are  currently 
made.    For  other  areas  of  public  investment,  cost-benefit 
analysis  has  potential  which  has  not  yet  been  fully  tapped. 
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Some  very  interesting  applications  of  cost-benefit 
analysis  which  have  been  made  concern  the  evaluation  of 
urban  renewal  programs.    Attempts  have  been  made  to  mea- 
sure the  effectiveness  of  different  projects  in  meeting 
certain  accepted  program  goals  such  as  improvement  in 
resource  allocation  and  in  fiscal  positions  of  local 
governments,  and  the  benefits  resulting  from  slum  clearance. 

The  present  Park  Plaza  study  is  not  the  first  applica- 
tion of  this  type  which  the  Boston  Redevelopment  Authority 
has  made.   Several  post-evaluative  studies  have  been  con- 
ducted by  the  BRA.   These  measured  the  impact  of  the  Pruden- 
tial, Government  Center,  Washington  Park  and  Charles  River 
Park  projects,  and  are  cited  in  the  list  of  references  which 
follows. 
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